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What these man-made gems mean to you 


SYNTHETIC STAR SAPPHIRES like this one, which only the 
finest of nature’s stones can equal, are now made by man. 

Yes, Union Carbide—which since 1942 has made syn- 
thetic crystals for precision instruments and other indus- 
trial uses—today produces the loveliest of synthetic star 
sapphires and rubies for personal wear. 

But far more important to all of us are the research and 
technical skills...the work with extremes of heat and 
cold, with vacuums and tremendous pressures . . . that lie 
behind these superb jewels. The research and skills that 
produce today’s better materials ...used by industry in 
turning out numberless products. 

The same research that brings these man-made stars 
within our reach ... brings us, too, man-made leather and 


rubber. It also gives us today’s better food, clothing. and 


shelter. It helps us resist disease. It improves our heating 
c 


LINDE Oxygen * 
NATIONAL Carbons * 


PRESTONE and TREK Anti-Freezes * SYNTHETIC ORGANIC CHEMICALS * ELECTROMET Alloys and Metals ° 


PResT-O-LITE Acetylene « PYROFAX Gas 


EVEREADY Flashlights and Batteries * 


and lighting. It’s a part of our swifter, safer transportation 
systems... our communications... our progress in con- 
struction. 

The people of Union Carbide work with a vast range of 
Alloys, Chemicals, Carbons, Gases, and Plastics. They are 
constantly perfecting new processes ...and producing hun- 
dreds of materials... for the use of science and industry 
to benefit mankind. yy 
FREE: ) ow are invited to send for the new illus- 
trated booklet,“ Products and Processes,” which 


shows how science and industry use UCC’s 
Allovs, Chemicals, Carbons, Gases and Plastics. 


Union CarBipE 
AND CARBON CORPORATION 


30 EAST 42ND STREET UCC NEW YORK 17, N. Y. 


Trade-marked Products of Divisions and Units include 


* BAKELITE, KRENE, VINYON, and VINYLITE Plastics 
ACHESON Electrodes 
HAYNES STELLITE Alloys 
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In 1948, the world’s oldest manufactur-. 
ing industry spent over five hundred 
million dollars on plant improvements, 
new machinery and research. 
Revolutionary textiles now appearing 
on the market possess qualities which 
men have sought for centuries. Their 
tich, enduring beauty would astonish 
even the patient craftsmen of ancient 
Persia. According to man’s needs, fabrics 
are at his command which are resistant 
to water, lame, moths, stains, mildew, shrink- 
age, fading, abrasion, wrinkling, stretching. 
These better textiles were born of re- 
search — research by mills and groups 
of mills, by chemical and machinery sup- 
pliers, by private groups and univer- 
sities. And still the work goes on. 
Scientists are exploring the use of ultra- 
sonic vibration baths to clean and dye 
fabrics with greater efficiency . . . probing 


The big news in textiles 
—fabrics that laugh at sun, soil, water and flame 


the molecular structure of wool, cotton 
and synthetics to develop even better 
yarns at lower cost. 


New production developments include 
a machine that knits 500 rows, 14 feet 
wide, every 60 seconds—and continuous- 
process equipment that washes, bleaches 
and dyes cloth in ome operation at a speed 
of 150 to 300 yards a minute! 

The dollars devoted to research and 
development by the textile industry join 
the stream of other dollars spent by our 


BANKERS TRUST COMPANY 


NEW YORK 


MEMBER FEDERAL DEPOSI’. INSURANCE CORPORATION 


industries to produce more and better 
things for more people—the traditional 
goal of American business. 

This is the open secret of America’s 
success—the fact that people gain more 
for themselves by providing more 
: g 
for others. 


The soundness of this principle— 


greater profit through greater service—is fully 


demonstrated by the vision and the 
accomplishments of modern American 
industry. 
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News within the News 


U. S. CAN PRODUCE THE OIL IT NEEDS—Demand for petroleum, now apparently 
at an all-time high, is creating alarms over future U.S. supplies of vital oil. 
For the inside story of what’s ahead, here is an interview with one of America’s 
top authorities on oil, Reese Taylor, head of Union Oil Co. of California and 


former WPB ofificial 


WHAT U. S. CAN DEFEND........ santiee P.9 
Uncle Sam again is in danger of promis- 
ing the world more than he can deliver. 
The big job now, in mapping a defense 
against Russia, is in whittling down 
promises of aid to realistic levels. This is 
the task for which General Eisenhower 
was recalled to Washington. 


DEFLATION HITS A MILL TOWN......P. 12 
What’s in store for U.S. communities 
when inflation turns to deflation? Here 
is an on-the-ground survey of a cotton- 
textile town in the South, where deflation 
has already hit. It shows the pattern that 
may be followed in a downturn, 


DIP IN WHOLESALE PRICES 

Sharp declines are bringing prices of 
many products down 30 to 50 per cent 
or more below their peak levels. Yet it’s 
still a long way down before the prewar 
level is reached in any major commodi- 
ties. This article shows why. 


SHIFT IN MARKETS 

People are moving off the farms, away 
from rural communities, into the cities. 
Trend, set before the war, is continuing 
in spite of record farm prosperity of re- 
cent years. It points to a new shift in 
markets for industry. Rural retail sales 
are down. But farms, with fewer people, 
need more labor-saving equipment. 


UNIONS CAN PAY LAWMAKERS....P. 18 
Organized labor is worried about State 
laws. It is there that union leaders see 
the real threat of a continued ban on 
“closed shops,” of tighter picketing rules, 
curbs on labor’s power. This is what’s 
behind recent proposals that local unions 
help to pay friendly State legislators. 


BERLIN INDUSTRY: SLOW DEATH..P. 20 
Plants are closing, industrial stockpiles 
giving out in Berlin, despite the “air 
lift.” Food is adequate, but big new 
problems are arising in the isolated city. 


ANTISOVIET REVOLT? 

Undergrounds are operating almost every- 
where behind the Iron Curtain. Some 
Russian soldiers are being shot at, Rus- 
sian plants sabotaged. But resistance to 
Moscow is getting weaker, not stronger. 
Aim of undergrounds now is not revolt, 
but survival. 


PERON’S NEW TROUBLES 

Argentina, out to squeeze high piices for 
beef from customers in Europe, is losing 
one of its best customers—the U. S. Army. 
U.S. is taking its dollars out of the 
market just as Mr. Perén is trying to head 
off an economic crisis by boosting prices. 
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‘Industry Uses These Temperatures Today 
. .. with Norton-Developed Refractories 


EMPERATURES as high as 4300° F. for the sintering of 

carbides . . . up to 4700° F. in the manufacture 
of acetylene . . . evenup to 5500° F. in certain research 
projects . . . that’s the way industry is using heat today. 
And to handle this heat it is turning to Norton. 


Long the acknowledged leader in the abrasive industry, 
Norton is also the pioneer in the development of refrac- 
tories for handling today’s super temperatures . . . pure 
oxide refractories of thoria, zirconia, beryllia, fused mag- 
nesia (MAGNORITE*) and fused alumina (ALUNDUM*). 


Other types of Norton refractories are handling heat for 
many industries—chemical, metal, ceramic, power generat- 
ing and gas generating. 


sein arr: NORTON 


*Trade-mark reg. U. S. Pat. Off. 
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FRYING TO FREEZING 


Tat 


Down “south of the border” a Mexican mining company hag 
chiseled a road right through the heart of the Sierra Madre 
Mountains. Along its 74 tortuous, twisting miles, ore-laden 
trucks cross six mountain ranges. Elevations range from 600 
to 11,000 feet and temperatures change from 110° to freezing, 


GMC Diesels were chosen exclusively for this hazardous 
hauling job because of their ability to pull bigger pay loads 
than other engines of comparable size . . . because of their 
dependable, efficient operation at rapidly changing altitudes, 
All over America, other GMCs are performing many other 
different and difficult jobs with equal ease and efficiency. 


GMC TRUCK & COACH DIVISION ¢ GENERAL MOTORS CORPORATION 





Affectionately named ‘‘Blue 
Brutes,” these 4-cylinder, 
2-cycle GMC Diesels are said 
to be the only trucks provid- 
ing qualities required for this 
rugged mining operotion. 





TRUCKS 


THE TRUCK OF VALUE GASOLINE « DIESEL 
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24th and N Streets, N.W. 
Washington, D. C. 


Newsereinn 
Whatever happens next is to be a big surprise for Government's planners. 
Inflation still is the big danger, one group insists. These planners want 

higher taxes, more controls for prices, wages, bank loans, rents. 

It's to be deflation, another group warns. Its members say to watch out 
for tax increases, to get set to ease up on present controls. 

Mr. Truman, as umpire, had taken the inflation angle. Now he's on the 
fence, but still asking for new and stronger controls over inflation. When the 
planners disagree, the President finds it's hard to know which way to turn. 





If you want the middle-ground view of the nation's top private appraisers 
of the outlook, it's the one that follows. These appraisers agree that there is 
an end to spiraling inflation and that the next move is down. Some think that 
the trend down will be sharper than others expect it to be. 

The middle view, halfway between extremes, is this: ‘ 

Total spending, at a rate of $262,000,000,000 a year in late 1948, is to get 
down to about $233,000,000,000 in first half, 1950. That's a decline of a lit- 
tle more than 10 per cent from the inflation peak. 

Personal incomes are expected to decline from a peak of $219,700,000,000 
to a low of $195,000,000,000 in 1950. That's not a big drop. 

Output of goods, running at a rate 94 per cent above prewar late last year, 
is expected in the median view to drop to a level 75 per cent above prewar. 
That's a decline, but hardly what would be called a crash. 

Prices at wholesale, .which last quarter were 63.8 per cent above the 1926 
level used as a base, are expected to drop to a level about 44 per cent above the 
1926 base level. Some products would decline much more than that, some would 
decline little if any. The broad price rise, however, is ending. 

Profits of corporations, before taxes, after reaching $34,600,000,000 in 
1948, are expected to drop off to a rate of $24,000,000,000 or less by first 
half, 1950. View is that profits will fall about one-third in total. 

Unemployment already has risen substantially. It is expected in 1950 to 
reach or exceed a 4,000,000 level. That still would not be a major problem. 

That's the size-up of men who stand to lose money if they judge wrongly. 

It suggests a moderate adjustment, not a depression, not even a recession of 
large proportions. It's about a 10 per cent downturn, taking the top off the 
biggest boom in the country's history. Largely, the adjustment is expected to 
be one that will produce a better balance between prices and will lay the base 
for a sustained prosperity. Of course, there is the point that moves in either 
direction, up or down, once started, tend to run further than anticipated. 




















Planners, missing the turn in U.S., are having their troubles all ovgr the 
world. They have trouble deciding in time which way the cat is to jump. 

In _U.S., the planners are all dressed up with fancy plans to put controls 
on inflation when inflation is ending. Then there's the point that Congress 
rather likes inflation and isn't inclined to control it much when it is running. 

In Britain, the planners signed contracts for raw materials when prices 
were near their peak and now go on paying high prices when others pay less. 


(over) 
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NEWSGRAM--TOMORROW-~= (Continued) 


In Argentina, planners induced the Government to hold wheat, corn, linseed 
oil, hides for higher and higher prices. Prices fell instead, and Argentina, 
now forced to sell at lower prices, isn't far from brink of national bankruptcy. 

In Russia, everything is planned, but recovery from war is less rapid than 
in most other countries, even where war damage was nearly comparable. 

U.S. planners, just to show some of the planning problems, set out to fix 
the price of potatoes. The end result is that taxpayers are to spend about 
$200,000,000 for a plan that siphoned the best-grade potatoes into cattle feed 
and starch, leaving the taxpayers with lower-grade potatoes for their tables. 

Planners in U.S., too, are under orders to fix a floor under farm prices. 
They lack power, however, to order farmers to control their production. The 
result: Plantings are to be immense, and with good weather the planners may be 
inundated with surpluses of wheat, corn, cotton, hogs, chickens. 

Planning, even the planners agree, isn't as simple as it sometimes seems. 








Wage increases in 1949 are to be rather few and far between. 

Pension plans, more vacations with pay, other fringe demands will often be 
pressed by unions, but employer concessions are likely to be small. 

Costs, allowed to run up rapidly during inflation, will be checked now. 

Inefficiency in both management and labor is penalized when prices hit a 
ceiling and come under pressure. Trend ahead will be toward weeding out the 
inefficient, toward more rewards for those who can figure ways to cut costs. 











Tax increase for either individuals or corporation incomes is becoming im- 
probable. If corporation incomes do get a tax increase, it will be small. 

A small deficit is likely to be shown next June 30. Outgo of Federal Gov- 
ernment on a budget basis probably will be a little below income. 

Deficit in the year starting next July 1 is likely to be sizable, to exceed 
$2,000,000,000 if business trends develop as indicated. 

Spending by Government, in a period of business decline, will tend to go 
up, revenues to go down. The money tap can be turned on in a big way if all the 
plans now in the world are approved. They may be if things slow. 











Pensions for veterans reaching age 65, World War I or II, are on the way, if 
not this year then next year or the year after. Start: $90 a month. 

Public housing is to be approved on a limited scale. Aid for education 
will be voted before long. Big reclamation and flood-control projects are to 
get the green light. St. Lawrence Waterway stands some chance. 

Health insurance isn't coming this year, though. Congress is cool to so- 
cialized medicine. Doctors don't need to get too excited right away. Old-age 
insurance probably is to be broadened this year. Benefits will be raised. 
Disability insurance, however, is little more than a 50-50 prospect. 

Mr. Truman has lost any firm control over Congress. Congress itself, not 
the White House, is dominant. Labor leaders, too, lack any firm grip on either 
house. They're disappointed after the way the election went. 

















In the field of foreign policy and U.S. strategy: 


Europe, not Asia, is the No. 1 thester. Northern Europe takes its place 
ahead of the Mediterranean in U.S. planning for Europe. It's Britain, France, 
Belgium-Holland and Germany that get the principal role. 

Marshall Plan dollars for Europe will be given again on a big scale. 

Lend-lease seems very probably to be approved. Starting amount may be 
about $1,200,000,000 for the first year. That's above budget planning. 

Political alliance, involving a firm U.S. commitment to fight, is not likely 
to be given to Europe. Some general policy statement will be approved. It's 
lend-lease of arms, however, that's the important thing. 

U.S. is to relieve Western Europe of part of its armament burden. 
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__—The March of the News 


Reg. 


RESIDENT TRUMAN looked about him 

last week and found no evidence. that 
the U.S. is heading into a serious busi- 
ness stump. Mr. Truman was more in- 
clined to dismiss price drops as a level- 
ing-off process. He said everybody has 
been expecting that and he, himself, was 
not alarmed. 

Congress, however, did not seem so 
sure that there was no cause for alarm. 
There was a tendency to back away from 
Mr. Truman’s request for more taxes. The 
Democratic leaders were so concerned 
that House Speaker Sam Rayburn felt 
called upon early in the week to say a 
tax bill has to be passed. The President 
followed it up at week’s end by em- 
phatically repeating his request for 
$4,000,000,000 in new tax revenue. It 
was clear that he and his advisers are not 
convinced inflation is definitely waning. 


OVERNMENT SPENDING seemed to be 
pretty much on Mr. Truman’s mind 
through the week. He told visitors he 
hoped the White House itself could be 
patched up for less than $5,000,000—but 
he actually asked Congress for $5,400,- 
000 to do the job. The Public Buildings 
Administration says the Executive Man- 
sion could be torn down and a completely 
new building put up for less. But nobody 
has seriously suggested that. The White 
House is too historic. 


TRUMAN AND EISENHOWER 
:. a glimpse of the future 


FEBRUARY 25, 1949 


.were opposed to the 


There was talk about the high cost of 
Government, also, during an elaborate 
Air Force show that Mr. Truman. at- 
tended with General of the Army Dwight 
Eisenhower, members of the Cabinet 
and congressional leaders. Squinting 
through binoculars, the President 
watched jet bombers and fighters of the 
latest type race past a reviewing stand. 
Then he took a look inside the complex 
new air machines. He said he was very 
impressed, but he wondered about the 
cost. 

Actually the President and his as- 
sociates had only a glimpse at the things 
air-power ‘enthusiasts promise for the 
future. The U. S., during the year, is ex- 
pected to have guided missiles capable 
of flying 500 miles, and the range of 
rockets eventually may be extended to 
5,000. There is talk about “space ships” 
capable of 10,000 miles an hour. 


OCIAL-SECURITY LEGISLATION Was given 

top priority by the White House dur- 
ing the week, but congressional leaders 
got more than they bargained for from 
Representative John Rankin (Dem.), of 
Mississippi. With his Veterans’ Affairs 
Committee almost in open revolt, Mr. 
Rankin brought out a bill that would pay 
$90 a month to all veterans of World 
Wars I and II after they reach 65 years 
of age. Worried tax experts got busy 
with their pencils and promptly figured 
out that the bill would be costing the 
U.S. $7,000,000,000 annually in a few 
years. Both Democrats and Republicans 
idea, but Mr. 
Rankin is determined to go ahead. After 
all, he told the House, his pension plan 
won't cost as much as the Marshall Plan. 


HE WAR YEARS were recalled for the 

United States by things other than the 
Rankin pension bill. A final accounting 
of wartime Lend-Lease was made public, 
for example. It showed that United 
States military aid to the Allies reached 
a total cost of $50,205,229,788 between 
March 11, 1941, and the end of March, 
1948. 

U.S. customs agents had _ another 
reason for remembering the war and its 
aftermath. The kindness of American 
citizens who have been sending food and 
clothing parcels to the victims of the war 
in Europe was causing quite a bit of 
trouble for the customs guards. The 
reason: Grateful Europeans, wanting to 
repay a kindness but short of means, have 
been sending thousands of bottles of 
wines, brandies and liqueurs to their 
American benefactors. The trouble _ is 
that spirits cannot be sent through the 
U.S. mails. Most of the packages are 
having to be confiscated as soon as they 
reach port. 





with whole 
families 


HIS scene is typical. The whole 
family working together, using 
Household as a guide. 

For Household is a whole-family 
magazine—appealing to Pop, Mom, 

kids alike. 

“Then, too, Household hits straight 
at the big-family market—small cities 
and towns. (Big? Household parents 
average over two children per family!) 

Most important to you, these are 
buying families—they have more to buy 
with than ever before. And Household 
spurs their buying... with Idea- 
Planned editorial features . . . more 
than 255 “buy-ideas” per issue! 

Add ’em up—family interest, family 
size, family buying power—and you 
get family influence that counts. Count 
on Household! 


Success 2 a HOUSEHOLD Boras 


1. More than 200 new accounts since 
new Household format! 


2. Advertising revenue up almost a mil- 
lion dollars! 


. Household now in $2,500,000 to 
$3,000,000 class! 


As much four-color advertising in one 
Household as used to run in six! 


. Circulation over 2,000,000! 


. Compare Household’s cost per page 
per 1,000—$2.40 for black and white, 
$3.20 for four colors! 


Advertising revenue up more than 
35% in 1948 over 1947! 


Capper Publication, Inc., Topeka, Kansas 


HOUSEHOLD 


a magazine of action for small 
ctties and towns 





Everything for 
finer Performance ... 


LIGHTER WEIGHT. 


More Weight on Drivers 


FAIRBANKS-MORSE 
Consolidation Locomotives 


Among the many points of superiority of ‘“‘C’” Line 
locomotives is this one of major importance: size 
for size, unit for unit, the “‘C’” Line features higher 
percentages of total weight on drivers—“‘working” 
weight that moves tonnage. Yet, total weights are 
less and in most cases, over-all lengths are 
appreciably shorter. Less weight, more weight on 
drivers, shorter lengths—these are factors well 
worth considering and discussing with our 


engineers. Fairbanks, Morse & Co., Chicago 5, IIl. 
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When it comes to locomotives... 














FAIRBANKS-MORSE 


A name worth remembering 
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BASIC FREIGHT UNIT: 


WEIGHTS SHOWN IN TONS 
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TOTAL WEIGHT—120 
WEIGHT ON DRIVERS—120 





TOTAL WEIGHT—123 
WEIGHT ON DRIVERS—123 
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TOTAL WEIGHT—126 
WEIGHT ON DRIVERS—126 





BASIC PASSENGER UNITS. 
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TOTAL WEIGHT—125 
WEIGHT ON DRIVERS—125 
WATER CAPACITY—1000 GAL. 
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TOTAL WEIGHT—134 
WEIGHT ON DRIVERS—110 
WATER CAPACITY—1400 GAL, 





TOTAL WEIGHT—139 
WEIGHT ON DRIVERS—114 
WATER CAPACITY—1400 GAL, 








TOTAL WEIGHT—142 
WEIGHT ON DRIVERS—116 
WATER CAPACITY—1400 GAIL.” 
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WHAT THE U.S. CAN DEFEND 
IF ‘COLD WAR’ GETS HOT 


Reported from LONDON and WASHINGTON 


U. S., mapping a defense 
against Russia, is up against job 
of promising Allies only what can 
be delivered. 

Automatic war, if trouble 
comes, is out. That cannot be 
promised. Overspending in men, 
arms is out too. 

What is planned is careful re- 
building of strength in West Eu- 
rope first, then North and South. 
Europe, not Asia, is set as main 
theater in the ‘‘cold war.” 


Once again the U.S. is bumping 
against the fact that it is in danger of 
promising the world more than it can 
deliver. U. S. promises cover the globe 
and include everything from free goods 
and prosperity to military security. 

The hard task of whittling down the 
promises more nearly to U.S. ability to 
deliver is getting started. General of the 
Army Dwight D. Eisenhower, wartime 
commander of Allied forces in Europe, 
now on temporary assignment in Wash- 
ington, has the job of directing part of 
the whittling process. His are to be de- 
cisions that affect the way U. S. strength 
will be parceled to the outside world. 
After that, the U.S. Congress will need 
to determine how much money and effort 
U.S. can put up to carry out the de- 
cisions that are reached. 

Chinese Communists helped to simplify 
the U.S. problem, as far as cash outlay 
is concerned, by overrunning much of 
China. Pressure is lessened to pour bil- 
lions of U.S. dollars and larger military 
forces into Asia. General of the Army 
Douglas MacArthur, in Japan, now 
knows that he is not to get larger forces 
in his part of the world. Europe, in the 
“cold war” as in World War II, is to be 
the main theater. In case of hot war, 

likewise, Europe will be the main theater. 

In Europe, Scandinavia on one flank 
and Italy on another flank are secondary 
in present calculations. Both are im- 
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portant, Scandinavia much more than 
Italy, yet not so vital as Britain, France, 
Germany, Belgium, Holland. All of Eu- 
rope would like to have U.S. taxpayers 
take over the cost of supplying goods, 
machinery and arms. But U.S. is begin- 
ning to insist that money be put only 
where it will get greatest results. 

Inside planning at the top in Wash- 
ington is being based on these decisions: 

A commitment in general terms will 
be made by the United States to help 
defend the nations of Western Europe. 
U.S. is to enter into a kind of political 
contract, not binding in the sense of com- 
mitting signers to an automatic declara- 
tion of war. That is being made clear by 
Senator Connally (Dem.), of Texas, 
chairman of the Senate Committee on 
Foreign Relations, and Senator Vanden- 
berg (Rep.), of Michigan, ranking minor- 
ity member. Yet the position of U.S. is 
more definite than in World Wars I and 
II, when it clung for a long time to the 
idea of neutrality, and delayed for more 
than two years its entry into war. 

Arms are to be supplied by U.S. to 
the Western European nations. The cost 
apparently will be more than $1,000,- 








000,000 in the first year and will rise 
gradually in years to come. These funds 
will supplement the transfer of existing 
arms and equipment. The initial goal is 
to be a force of about 20 divisions, which 
can be enlarged later to 30 or more. 

Major theater for U. S. forces is to be 
the Atlantic rather than the Pacific. The 
Navy is reducing activity in the Pa- 
cific by placing 11 naval air stations 
there on inactive status. China is not to 
be fought for. Japan is not to be built 
up in a military way. Instead, Okinawa 
and the Philippines are to be regarded 
as cornerstones of U.S. defense in the 
Pacific region. 

Marshall Plan aid to Europe is to 
continue on about the same scale as in 
the past. This decision has been taken, 
even though the European nations show 
definite progress toward economic re- 
covery. The aim is to make those nations 
completely self-supporting by 1952. 

Western Germany is to get continued 
help from U.S. and is to be fitted 
gradually into the line-up of non-Com- 
munist nations in Europe. 

These various plans, even with the 
limitations already decided upon, still 





SENATE FOREIGN RELATIONS EXPERTS VANDENBERG AND CONNALLY 
How much money and effort can the U. S. afford? 
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—Carlisle in New York Herald-Tribune 


‘JUST SUPPOSING A FELLOW 


MET UP WITH A BEAR?’ 


add up to big-scale involvement abroad 
for the U.S. Mr. Truman, therefore, is 
turning to General Eisenhower for help 
in mapping basic defense strategy and 
for advice on the most effective ways to 
use available military funds. 

Defense of U.S. and the other na- 
tions of the West is being shaped pri- 
marily with a view to checking any pos- 
sible threat from Russia. As General 
Eisenhower sees the problem, the de- 
cisive theater, in case of war with Russia, 
would be the European continent, just 
as it was in the two wars with Germany. 

At present, the Western Allies have 
about 15 divisions in Europe, of which 
only seven are available for action. 
Against these, Russia has 50 or 60 divi- 
sions in Eastern Germany and could 
throw 100 more into action within a few 
weeks, 

U.S. military men concede that, with 
such overwhelmingly superior strength, 
Russia could reach Gibraltar after a rela- 
tively brief offensive. Hence they are 
convinced that the Western world can- 
not really be secure until there is a force 
in being capable of stopping the Russian 
Army. 

Before such a force can be created, 
fundamental questions must be settled as 
to what kind of force is needed and what 
strategy is to be employed in case of 
trouble. To help thresh out these ques- 
tions, General Eisenhower is serving 
temporarily as special adviser to Secre- 
tary of Defense James Forrestal and is 
presiding over sessions of the Joint Chiefs 
of Staff. 

Theories held by military experts as 
to what would be the most effective 
strategy against Russia vary widely, 
General Eisenhower finds. 

Use of atomic bombs is favored by 
members of one group, who hold that a 
war with Russia could be fought largely 
in the air, with long-range planes oper- 
ating from the North American continent 
and dropping atomic bombs on Russian 
cities and industrial centers. Air enthu- 
siasts claim that new superbombers can 
fly so high and so fast that Russian 
fighter planes could not get at them. 

Skeptics, however, reply that, even if 
U. S. had a large number of these planes 
actually available, bombardiers might not 
be able to drop their atomic bombs with 
accuracy from such great heights. And, 
if they did drop bombs on Moscow and 
Leningrad, for example, they might be 
killing net only Russians, but hundreds 
of thousands of French or other Western 
Europeans held there as hostages. Amer- 
ican forces now in Germany, if overrun 
in a sudden Russian advance, also might 
be among the hostages that would be ex- 
posed to atomic-bomb attacks, 

Cutting communications between 
Russia and the West by the use of con- 


ee 


ventional bombs is advocated by others 
as an effective way to hamstring Russian 
operations. This, if successful, would 
compel the Russian forces in the West 
to live off the land as best they could, 
The idea is that eventually U.S. would 
invade Europe and drive the Russians 
back. 

Completely stopping all communica- 
tions along a 1,200-mile line would be a 
big job, however. Military critics of this 
theory believe that it would be difficuk 
to carry out, especially with Russian fight. 
er planes in opposition. 

A Far Eastern approach to Russian 
territory apparently is favored by General 
MacArthur. He is said to believe that the 
Pacific theater should rank equally with 
Europe in importance and that Japan 
should be built up as a base from which 
Eastern Siberia could be attacked. But 
the view in Washington is that, instead, 
U.S. should concentrate on Europe and 
conduct only a holding operation in the 
Far East. 

Use of aircraft carriers is widely 
advocated in the Navy. The idea is that 
carriers would be especially valuable as 
floating bases, from which planes could 
be launched against Russian territory 
with atomic bombs. The argument is 
that these “floating bases,” being mov- 
able, would be much harder for the Rus- 
sians to destroy than would fixed land 
bases. The value of aircraft carriers in 
atomic war is generally conceded by men 
in the Army and Air Force, but the point 
is made that their role would be only 
auxiliary if Western Europe were the 
main center of action. 

All these concepts are getting study, 
and elements from each are expected to 
be included in the defense plans finally 
adopted. 

The main effort, however, is to be 
the creation of a ground force in West- 
ern Europe. New divisions to be formed 
will, as far as possible, be constituted so 
as to give the best defense against the 
Russian forces, which are known to be 
strong in tanks and heavy artillery. Mili- 
tary experts say that, to stop such forces, 
the Western powers need _ divisions 
equipped with large numbers of self- 
propelled antitank guns and supported 
by a strong tactical air force. Foot sol- 
diers, they declare, should be armed with 
bazookas, still among the most effective 
antitank weapons. 

Much of the armament needed to 
equip the new divisions already is avail- 
able in U.S. Army surplus stocks. Exist- 
ing supplies have been inventoried, and 
the Joint Chiefs of Staff now are engaged 
in deciding just how much can be safely 
spared to be sent to Europe. 

Beyond that, estimates are being made 
of what additional equipment the new 
forces will need and what will be the 
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DEFLATION HITS A MILL TOWN 


Reported from GASTONIA, N.C. 


Business turndown shows 
clearly in big textile industry. 
Cotton plants are off 20 per cent. 
Orders are in decline. 

Prices are coming under more 
pressure as buyers hunt for bar- 
gains. Slump is to continue 
through March, at least. 

Trade in mill towns holds up 
fairly well, however. Jobs are 
being spread by shorter work 
week. Business generally is slow, 
but is not in a depression. 


It is in the textile industry, among 
the nation’s largest in size and impor- 
tance, that the turn from inflation to 
deflation in business first appeared. 
That downturn, which got under way 
in the autumn of 1948, is continuing. 

Operations in the cotton end of the 
textile business are off about 20 per cent. 
There is a sizable amount of unemploy- 
ment in the mill towns of the South. In 
making plans, textile companies see a 
continuing drop in both activity and em- 
ployment at least through March. 

To get the picture of what goes on 
when an industry catches up with de- 
mand for its products, a member of the 
Board of Editors of U.S. News & World 
Report surveyed the situation in the mill 
centers of Georgia and North Carolina. 
Every place the situation is much the 
same. Orders are down except in some 
lines of rayon goods, prices are under 
pressure, many workers are working short 
weeks. Trade volume is smaller in this 
area, and merchants are complaining. It 
takes bargain offers to attract buyers. 

A strange contrast is apparent. A few 
mills are shut down. Many of the others 
operate on short weeks. Business, 
obviously, is not what it was. Yet new 
mills are being built and old ones are 
modernized. Large investments are being 
made in plant and equipment. The South- 
ern textile industry appears to be expand- 
ing capacity while business drops off. 

Actually, most of the expansion is in 
rayon mills. It is the cotton end of the 
business that is being hit. 

A typical situation in Gastonia il- 
lustrates what has happened and what 
the outlook is. 
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In this mill community, when orders 
fell off, operations were quickly cut 
back. In a group of 15 Gastonia mills, 11 
are running on a five-day week and four 
on a three-day week. They still keep three 
shifts, but the number of days of opera- 
tion changes almost without notice. 

Workers feel the effects of cutbacks 
as quickly as the mills. A doffer tending 
a spinning frame, for example, was mak- 
ing $1 an hour a year ago. He worked six 
days a week and received time-and-a- 
half pay for the sixth day. That brought 
his earnings to $52. 

A few months back, this worker lost 
his sixth day. That cut his pay to $40 
a week, Then he got an 8-cent-an-hour 
raise, sending his weekly pay to $43.20. 
He lost most of that benefit when the 
mill cut operations to four days, drop- 
ping the doffer’s pay to $34.56 a week. 
Since then, in some weeks, he has made 
only $25.92, for three days’ work. 

At this point, however, the doffer finds 
a wage floor. If his work week goes down 
to two days he can get approximately 
three days’ pay by drawing compensation 
for partial unemployment. 

Merchants soon learn what mill cut- 
backs mean to them. Their dollar sales 
are down 5 to 10 per cent from last 
years boom levels. Bargain basements 
get the biggest play, while higher-priced 
goods remain on upstairs shelves. Home 
appliances don’t sell very well. Customers 
hesitate to mortgage an uncertain future 
income with installment contracts. They 
buy pretty much on a _ hand-to-mouth 
basis. 

This drop in sales leads the merchant 
to cut back his own orders. These cuts 
accelerate cutbacks in other industries. 
Thus does a shift from inflation to de- 
flation spread. 

No depression. Still, little in the 
South resembles a depression. Only in a 
few small, one-mill communities is there 
much evidence of actual distress. Gas- 
tonia, like most communities, is experi- 
encing only a moderate slackening in 
activity. Business volume is being main- 
tained on a scale that in prewar days 
would be regarded as lush business. 

Millworkers, on the average, make 
more than $40 a week. That’s true of 
most workers throughout Southern Vir- 
ginia, the Carolinas, Georgia and Ala- 
bama as well as of Gastonia. Wage rates, 
generally at a minimum of 94 cents an 
hour, are the highest these workers have 
ever known. 


The textile industry itself is prospe. 
ous. Most companies still show a profi 
on reduced operations. Nearly all of then 
are free of debt. Many have substantij 
surpluses that are expected to tide then 
over the current slump. 

Other cushions to purchasing powe 
are found in jobless benefits, in the en. 
ployment of two or more members 
some families, and in personal saving, 
Employment is still high enough 9 
that most families, with more tha 
one wage earner, keep a steady income 
of some sort. In Gastonia, savings ae 
counts have been rising for four yean 
and show no signs of a drop, despite mil 
curtailments. 

Jobless benefits become important sineé 
mills have reduced employment by 335, 
000 to 40,000. In Gastonia, some 1,206 
textile workers are said to be withoul 
jobs. But they can get anywhere fro 
$15 to a maximum of $20 a week for 16 
weeks of unemployment. In July, an 
other employment year begins and work 
ers still jobless will be entitled to 16 more 
weeks of benefits. The North Caroling 
legislature also may increase the maxi 
mum benefit to $25 a week. 

The upshot is that, with most mills 
still operating, although on a reduced 
work week, with continued high em 
ployment and with jobless benefits, there 
is no fear yet of the kind of depression 
that hit the South in the 1930s. 

What's ahead for the textile indus: 


try, however, is a topic of speculation inj 


every mill office, in every textile worker'’§ 


home, in nearly every store. Most man4 


agements expect an upturn in business§ 


sometime next summer. Managers explain 


that the textile industry is a “fast cycle" 


industry and that business began t 
slide off a year or so ago and took 3 


plunge last autumn. Since shirts, under 
wear, dresses, sheets and scores of othe 


Ke 


cotton goods wear out rather rapidly§ 


they expect increased orders to pick uj 
by summer. 
Right now, business is in a mild slump 


Slackened demand. Gastonia’s mills} 


making principally combed cotton yar 
that goes into apparel and laces, have ‘ 
very small backlog of orders. Fabric mill: 
in South Carolina and Georgia seldom 
any more place orders longer than two 
weeks ahead of delivery dates. For they 


face the same situation as the yarn 


makers. Georgia mills, for example, used 
to get orders last year for 1,000,000 


yards of cotton cloth, to be delivered nj 
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sx months. Now the more customary 
order is for 50,000 yards, to be delivered 
right away. 

Orders have picked up a bit for 
carded yarn, which goes into carpets, 
bags and tire fabrics, and orders for bags 
also are increasing. But the increases ap- 

arently are not enough to have much 
effect on production. 

Inventories, however, are not burden- 
some, Most mills have scaled inventories 
down to three weeks’ production and no 
surplus of either yarn or fabrics over- 
hangs the market. Any upsurge in retail 
buying, therefore, is expected to be re- 
flected quickly in mill activity. 

Prices are at bargain levels, compared 
with most of the postwar era. North 
Carolina manufacturers of print cloth 
and broadcloth formerly got 38 to 38% 
cents a yard. Now they are glad to ac- 
cept 19% cents a yard. That’s typical. 
Price reductions for yarn and unfinished 
fabrics range all the way from 25 to 56 
per cent from peak levels reached late 
in 1947. 

Costs, on the other hand, worry mill 
operators. The price of cotton is not ex- 
pected to fall much below the current 
level of around 31 cents a pound, The 
Government support program virtually 
assures that price. 

Wage costs also are holding up. The 
slump in orders appears to have killed a 
fourth-round wage increase for textile 
workers, but there have been very few 
wage reductions. Most mill operators ap- 
pear to be reconciled to a rise in the 
minimum wage, but there is general op- 
position to accepting 75 cents or $1 an 
hour. They want a wage floor of no more 
than 60 or 65 cents, which would leave 
room for a wage reduction in the indus- 
try of about a third if the going gets 
worse. 

Operating costs may decrease for some 
mills through operation of new plant and 
equipment. Cotton and rayon manu- 
facturers in the two Carolinas already 
have spent $700,000,000 for new mills 
and machinery since 1945. These plants 
are more efficient and require less labor. 

The outcome expected by most mill 
managers is an increase in production, 
starting probably by July, but no recovery 
to peaks reached just after the war. 
Cotton consumption now is down, na- 
tionally, to around 114 per cent of the 
prewar average, from a peak of 164 per 
cent, reached in November, 1946. 

Most mills now accept the peak rate 
as abnormal, caused by unprecedented 
demand from goods-starved consumers 
and by an unusual demand for exports. 
The export market is expected to shrink, 
permanently. The industry expects to 
have to adjust to a domestic market, but 
one that is considerably larger than be- 
fore the war. 
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Dip in Wholesale Prices: 
Retail Level Still High 


Prices of many products, principally 
farm products, are sharply lower now 
than a few weeks or months ago. Indi- 
vidual commodities, in some instances, 
are 50 per cent or more below their peak 
levels of price. 

Declining prices of some things give 
the impressivi: that the bottom 1 uy have 
dropped fror: many markets. Yet the 
facts show *’ it >-ives, even where they 
have had their sharpest declines, still are 
far above prewar. It’s still a long way 
down before the prewar level of prices 
for most things is approached. 

Wheat is one example. The price of 
wheat, reached $3.16 a bushel at the 
peak. Since then, it has fallen as low as 
$2.11, even in the face of Government 
price supports. Just before the war started 
in Europe, wheat was selling for 72 cents 
a bushel. 

A decline in the price of wheat re- 
veals another situation. Flour milled from 
wheat has followed grain prices down the 
scale. From $8 and more for 100 pounds, 
flour at wholesale has dropped below $6. 
Yet the consumer still pays 14 cents for 
a pound loaf of bread. Declines in raw- 
material prices are not quickly reflected 
in price cuts at retail. 

Corn provides another example. It 
reached a top of $2.81 a bushel in Janu- 
ary, 1948. From that peak, corn fell to 
$1.13. Some farmers, in fact, have sold 
corn for less than $1, for the first time 
in years. But the farmers who did accept 
$1 were getting more than twice as 
much as they got for corn back in Au- 
gust, 1939. In that prewar month, corn 
brought 45 cents a bushel. 

Meats, too, show how far prices still 
can decline before reaching prewar levels. 
Steers were at a postwar high of $36.63 
per 100 pounds last summer. The drop 
since then has been to as little as $21.50. 
That compares with the $9.38 that stock- 
men were> getting for steers back in 
1939. 

Hog prices show the same picture. 
Farmers who were marketing hogs at 
$31.20 per 100 pounds some months 
ago now are getting $21. But in 1939 
hogs were bringing less than $6.75. 

Lard, at wholesale, reached a top price 
of 40 cents a pound late in 1946. It 
since has dropped to 13 cents a pound. 
Before the war, lard was selling for 6 
cents a pound or less. 

Butter, on the average, was bringing 
89 cents a pound at wholesale in January, 
1948. Now it brings 63 cents a pound. 
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But that’s a long way from the 24 cents 
that butter sold at wholesale in 1939, 

From another angle, the buying power 
of the dollar shows how far prices have 
fallen, and how much more they still cap 
fall. The dollar that bought 100 cent; 
worth of food at wholesale back in 1939 
had shrunk in value to 34 cents |ast sum. 
mer. Price declines since then hav raised 
the value of the food dollar to 43 cents-~ 
a long way from the 100 cents of 1939 

Prices of other commodities, too. stil 
are far above prewar levels. 

Cotton has fallen in price from 394 
cents a pound to below 33 cents. But, be 
fore the war, cotton was bringing leg 
than 9 cents a pound. 

Print cloth has followed the decline 
in cotton prices. The drop here was from 
28 cents to 15 cents a yard. In mid- 1939 
however, print cloth sold for 4.6 cents 

Shoes and other leather products pro- 
vide still another example. Hides, at their 
postwar peak, were selling at wholesale 
for nearly 38 cents a pound, Now they 
bring 26 cents, But that compares with 
11 cents a pound for hides in 1939. And 
shoes are selling for as much as ever. 

At the same time, prices of most mate- 
rials that go into houses, refrigerators and 
automobiles still are at their postwar 
highs. Where price declines have oc- 
curred, the levels that result are a long 
way from 1939 prices, 


Lumber is an example. Lower grades 


of lumber have been trimmed in price. 
Southern pine boards that brought $77.46 
per 1,000 board feet last March now 
bring $67.29, That compares with $20.93 


before the war, Douglas fir boards have 


declined in price from $73.26 to $67.32. 
The prewar price was $19.11, Oak floor- 
ing, meanwhile, has continued to rise. 


Steel scrap was selling for a peak] 
price of $45 a ton a few weeks ago.} 


Since then it has dropped to $38. Just 
before war started in Europe, steel pro- 


ducers were able to get scrap for $15.75 3% 


a ton. 

Rubber provides a major exception to 
the picture. Development of the syn- 
thetic-rubber industry has cut the price 


of rubber from its postwar peak of nearly § 
26 cents a pound to 18.4 cents. At that @ 


level, the price of rubber is barely above 
the 16.9 cents of prewar days. 

What has happened to prices at whole- 
sale is shown by the rise in the buying 
power of the manufacturer’s dollar. This 
dollar has risen from a low of 40 cents 
to nearly 48 cents, compared with 100 
cents before the war. The consumer's 
average dollar, meanwhile, has grown in 
value from 57 cents to about 58.5 cents. 

Seen in perspective, the sharp drop in 
prices still leaves cost of most materials 
several times as high as in prewar. And 
consumers have yet to get the real bene- 
fit of declines that have occurred so far. 
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People are moving off the 
farms, despite good times of last 
few years. Farm population is 
down about a tenth since 1940. 

Shift generally is away from 
rural neighborhoods, into the 
cities. Trend, set before the war, 
is continuing. 

Market shifts are involved. 
Farms, with fewer people, need 
to buy more power equipment, 
more labor-saving gadgets, more 
goods that used to sell only to city 
dwellers. 




















A marked shift of population away 
from rural areas, toward cities, has oc- 
curred since 1940 and is continuing. 
The shift occurred despite high farm 
prosperity. It left rural people a smaller 
part of total U. S. population than ever 
before. These people now are the first 
to feel effects of price deflation. 

The rural group takes in farmers and 
their families and persons in communities 
of fewer than 2,500 persons. Many city 
suburbs are included, but most rural peo- 
ple are on farms and in country villages. 
They profited most from the farm boom 
and stand to lose most if farm prices and 
incomes continue to slide. Price declines 
so far this year indicate a drop of about 
10 per cent in net farm income in 1949, 
compared with 1948. 

Rural retail sales already are sagging a 
bit. Farmers have plenty of money com- 
pared with their prewar funds. But the 
signs suggest they are choosing to hold 
their savings while they can. They are 
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trimming their own purchases as _ their 
cash receipts decline, 

This development, at a time when re- 
ports are heard of declining rural popu- 
lation, leads to new interest in rural 
people’s buying power, their numbers and 
place of residence, the changes that have 
occurred in this important market in war 
and postwar years. Basic facts are these: 

Rural population as a whole ac- 
tually rose, from 57,246,000 to an esti- 
mated 59,536,000 persons, between 1940 
and 1949. But the increase apparently 
was concentrated in new suburbs near 
cities, and in villages. Farm population 
declined 9.3 per cent in the same period. 
And cities made the only really big gains, 
reaching an estimated population of 87,- 
150,000 by 1949, about 17 per cent 
more people than in 1940. 

The Pictogram on pages 16 and 17 
tells the story of migration that took 
place in the various States. The figures 
reveal a basic change in living habits that 
is reshaping the country’s markets and 
trade patterns. 

In the U. S., rural population now 
comprises 40.6 per cent of total popula- 
tion, where it comprised 43.5 per cent in 
1940. Farm population was 23 per cent 
of the total in 1940, but only 18.7 per 
‘cent in 1949. Changes in urban and rural 
population differ widely in various re- 
gions, however. 

New England, for example, is going 
against the general trend toward fewer 
and fewer farm families. Farm population 
of the six New England States actually 
jumped about 20 per cent in the war and 
postwar period. Suburban and _ other 
rural groups increased even faster. Re- 
sult is that in New England rural popu- 
lation now accounts for 26.7 per cent of 
all people, compared with 23.9 per cent 
in 1940. 








DECLINE OF THE RURAL MARKET 


Needs Change as People Leave the Farms 





New York and Pennsylvania also 
show a gain of rural population com- 
pared with urban, while in New Jersey 
rural growth lagged only slightly behind 
that in cities. But here the relative 
strength in rural population is due al- 
most entirely to the rise of new suburbs 
of cities. Farm population declined in 
these States between 1940 and 1949. 

Midwestern industrial States, with 
one exception, show a strong trend to 
smaller rural groups. In Ohio, Indiana, 
Michigan and Wisconsin, the size of rural 
populations compared with total popula- 
tions declined noticeably in recent years. 
In Illinois the proportion of rural popula- 
tion rose a little. All the States in this 
region have fewer people on the farms, 
however, with a drop of about 12 per 
cent in farm population as a whole. 

Farm States‘ of the Midwest see the 
same development. These West North 
Central States were heavily rural in popu- 
lation as recently as the 1920s. World 
War II speeded industrialization, and 
people flocked to cities. Now nearly 49 
per cent live in urban centers. 

The South, another agricultural strong- 
hold, shows a pronounced population 
shift toward cities, too. Along the At- 
lantic seaboard, every State from Dela- 
ware to Florida finds a much smaller 
percentage of its people living in rural 
areas than in prewar years. Rural popu- 
lation was 61.2 per cent of all population 
in 1940; now it is only 53.8 per cent. 
Nearly all States in this group lost some 
farm population between 1940 and 1949. 
The number of nonfarm people living in 
rural areas also declined slightly. 

Kentucky, Tennessee, Alabama and 
Mississippi form the most predominantly 
rural region of the nation. Even in these 
four States the attraction of cities is alter- 
ing population make-up. Where 70.6 





Farmers’ Ready Money: 
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per cent of the people lived in rural areas 
in 1940, only 63.8 per cent are classified 
as rural residents in 1949. Farm popula- 
tion declined nearly one tenth. Nonfarm 
rural groups, not as numerous in this re- 
gion as in other places, declined slightly. 

Throughout all Southern States a 
large-scale movement of rural Negroes 
to the North, usually to cities, is taking 
place. Southern States lost more than a 
third of their Negro families on farms 
between 1940 and 1947. 

In West South Central States, the 
population is almost evenly divided be- 
tween the cities and the country. New 
industries along the Gulf Coast trans- 
formed this area. Cities still grow faster 
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here than in most other places. Rural 
population as a result is only 53.1 per 
cent of the region’s total, compared with 
60.2 in 1940. A sizable decline in farm 
population has been only partly offset by 
a small rise in nonfarm rural people. 
Mountain States, though lacking in 
really big cities, are more urban than 
rural in population now. The shift in this 
region reflects a greater proportionate 
change than is found in any other region. 
In 1940, about 57.3 per cent of all 
people in the eight States from Montana 
and Utah to Arizona and New Mexico 
lived in the country, Now 48.2 per cent 
are classed as rural dwellers, Over-all 
population growth in these States was 






very small in recent years, and the growth 
that occurred was nearly entirely in cities. 
Almost all the States lost farm popula- 
tion. Arizona and Utah counted small 
gains in farm people. 

The West Coast is the only major 
region outside the Northeast showing 
a higher percentage of its people in rural 
areas now than before the war. The 1940 
rural population was 34.7 per cent of the 
total in Washington, Oregon and Cali- 
fornia. Now it is 38.3 per cent. 

In California, the number of farm peo- 
ple changed very little. The big jump in 
rural population was accounted for in 
part by the rise in suburbs of Los An- 
geles, San Francisco, other big cities. 
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Both Oregon and Washington have a 
few more farm people now than before, 
but nonfarm rural groups jumped sharp- 
ly in each State. 

All three Pacific States noted huge pop- 
ulation increases in war and postwar 
years, Total population grew more than 
a third between 1940 and 1949, the big- 
gest increase for any region. 

New markets and differences in old 
markets are appearing as the result of 
population changes summarized in the 
Pictogram. Farm people as a group sud- 
denly have become much more important 
buyers. The trek of people away from 
farms means a need for more labor-saving 
devices in the future, rather than fewer. 
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That, plus the vastly increaséd use of 
electric power, has opened farms up, 
marketwise, to equipment that was used 
and sold only in cities some years ago. 

Buying power of farmers remains far 
above prewar times, and even a substan- 
tial drop in income—such as is threatened 
now—will leave farmers far better off 
than they used to be. As the chart on 
page 15 shows, the official estimate is 
that farmers had $20,200,000,000 worth 
of cash on hand, bank deposits and U.S. 
savings bonds, on Jan. 1, 1949. That is 
about five times the size of their ready- 
money holdings in 1940. Other assets are 
vastly greater. 

At the same time, the growth of rural 


nonfarm population adds to the size of a 
new kind of market for industry. People 
living just outside the cities usually need 
many of the same things that farm people 
need, such as pumps and electrical ma- 
chinery. But they also usually work in 
cities and retain city dwellers’ tastes and 
buying habits in the case of most other 
products. 

The general shift of people toward 
cities is occurring at a time when total 
U.S. population is rising much faster 
than the experts predicted. More people 
mean bigger markets for goods. But the 
location of those markets is profoundly 
influenced by the changing trends in rural 
and urban residence of the U.S. people. 
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Unions Can Pay Legislators 


State laws are worrying or- 
ganized labor. That is behind 
idea of having local unions help 
to pay friendly legislators. 

Few States pay legislators a 
living wage. Many laborers, 
elected to legislature, lose union 
wages during sessions. 

Suggestion is to supplement 
incomes so labor supporters can 
afford to serve, be on hand to 
fight antilabor laws. 


Organized labor, looking more and 
more to politics to solve its problems, 
is worried about State legislatures. It 
is in the States that unions feel the 
threat lies to the future of the “closed 
shop,” the tightened rules that apply 
to picketing, the curbs on union power. 

Unions, in their concern over the atti- 
tude of State legislatures, complain that 
they are at a political disadvantage in 
relation to farmers and employers. This 
disadvantage grows in part from the low 
pay of State senators and representatives. 
A worker, if elected, often cannot afford 
to serve at the pay that is offered, and 
with the added chance of losing his job. 

Out of this situation has grown the 
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Most States Permit Subsidy for a Lawmaker 


suggestion that labor unions find a way to 
supplement the pay of union members 
and friendly legislators in the State legis- 
latures. William Green, president of the 
American Federation of Labor, denies 
that there is any formal plan of this kind. 
Yet in many States, for a long time, it 
has been the practice of various groups 
to supplement the incomes of legislators. 

The suggestion now is that this prac- 
tice be spread by labor on an informal 
basis. It is argued that lawyers, who often 
have employers as clients on a retainer 
basis, already serve in State legislatures 
and no questions are asked. 

The real story behind the develop- 
ment of this plan by labor lies in the poor 
pay that is drawn by most of the 7,234 
members of the 48 State legislatures. 

These men handle the spending plans 
for almost $7,000,000,000 a year. They 
supervise education, health and labor 
policies for their States, decide what is 
to be done with natural resources and 
handle all sorts of important legislation. 
Yet their pay is so small in many States 
as to leave them open to all kinds of of- 
fers from lobbyists. 

The pay range in the 19 States that 
pay by the day is from $4 a day in Ten- 
nessee to $20 a day in Louisiana. In the 
22 States that pay salaries, the range is 
from $8.33 a month in New Hampshire 
to $416.66 a month in New York. In the 
seven States that pay by the session, the 
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NEW YORK PAYS ITS LEGISLATORS THE HIGHEST WAGE 


In most of the States low pay is the norm 






range is from $600 a session in North 
Carolina to $3,000 a session in Pennsy! 


vania. The average length of a session is 


three months. 
Even the pay range shows less than 
the full picture. To perform their duties 


the legislators have to travel to their 


State capitals and live there for periods 
ranging upward from two months. The) 
must live in hotels or boardinghouses. 
get leave of absence from their work ai 
home, or turn it over to associates. 

Only 10 States grant living allowance: 
for the lawmakers while they are attend- 
ing sessions. The 38 other States leave 
them to shift for themselves. One State. 
North Carolina, lets the members pay 
their own traveling expenses to and from 
sessions as well. And one other State. 
Arizona, only pays traveling expenses one 
way. The members can get home from 
the capital as best they can. 

Low pay hits most of the State law- 
makers, as is indicated by the accom- 
panying table. Almost all of the States 
expect them to earn their living at other 
kinds of work. But, except for the farmer 
members of the legislatures, work at the 
regular jobs must be interrupted for two 
or three months a year in most States. 
Out of deference to the farmer members, 
most of the legislatures meet in January 
and work through the winter, which is 
the slack season on farms. 

Living allowances, provided by 10 
States to help members of the legislature 
to live in the State capitals during ses- 
sions, range from $5 a day in Georgia and 
North Dakota to $7 a day in Kansas, 
$7.50 a day in Florida and $10 a day in 
Alabama, Arizona, California and Wash- 
ington. Michigan allows $500 a year. 
Massachusetts grants $20 a week of extra 
travel or living expenses for members 
more than 50 miles away from home. 

Travel allowances are used by some 
States to splice out the low pay of the 
legislators. New Hampshire, whose pay 
works out to about 27 cents a day, allows 
traveling expenses of $4 for. the first mile 
and 4 cents for each additional mile for 
every day of attendance. Wyoming also 
allows mileage for days of attendance. 

Aside from North Carolina and Ari- 
zona, which provide no travel allowance 
or a one-way trip, 13 States pay for only 
one round trip for each session of the 
legislature. Only five of these provide liv- 
ing expenses. The others bring the legis- 
lators to the capital at the start of the 
session and take them home at the end, 
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WHAT LEGISLATORS GET 


(As of Dec. 10, 1948) 


but expect them to care for 
themselves during the two or 
three months which they spend 
there. The States paying for only 
one round trip are Alabama, State Salary, 
Colorado, Georgia, Idaho, Indi- Regular Session 
ana. Kansas, Mississippi, Mis- Ala. $10 2 day 
TS Neleiiire Mastic Dinket Ariz. $8 a day,-60 days 
souri, Nebraska, North Dakota, Aah $1,200, 2 years 
Oklahoma, Washington and Calif. $1,200 a year 
West Virginia. Colo. $50 a month 
+» ei ; during term 
Other States handle the prob Conn. $600, 2 years 
lem in various ways. Some pro- Del. $10 a day, 60 days 
vide for four or eight trips home Fla. $10 a day 
during a session, others for Ga. $10 a day — 
monthly, weekly or daily al- io ry ge 60 days 
lowances. The amounts range nk $1200 a rec 
from 5 to 20 cents a mile, with lowa $1,000, 2 years 
a few States providing for actual Kans. $5 a day 
expenses. One State, New Jersey, al pe a ya 
provides _ transportation by a Me. po i 
State railroad pass. 
State constitutions fix the Md. a 4 year 
in ; ‘ Mass 32,750 a session 
pay in about half of the States. ass. ree ae 
Many of these are the States in Mich. $2,400 a year 
which the pay is lowest. In most Minn. $2,000, 2 years 
States, the legislatures set the Miss. $1,500 a session 
travel allowances. New rates of Mo. $125 a month 
pay recently have been set for eet Sha 
members in Alabama, Kansas, Male. $1,744.18, 2 years 
Michigan, Ohio, Virginia and 
Pennsylvania. Nev. #15 a day 
The labor-law changes N. H. $200 a term 
that union leaders now are try- 
ing to make affect about half of N. J. $3,000 a year 
the States. Thirteen States pro- ‘ 
hibit “closed shops.” Twenty-two N. Mex. $10 a day 
2 : ‘ WN. ¥. $5,000 a year 
States restrict picketing and oth- 
er strike activities. Sixteen pro- N.C. $600 a session 
hibit secondary boycotts. Nine N. Dak. $5 a day, 60 days 
restrict jurisdictional disputes. a one ® ad 
Twelv late public-utilit =. a vee 
eve S0RU mee nid Oreg. $8 a day, 50 days 
disputes. Eleven require regis- Pa. $3,000 a session 
tration and financial reports ' 
from labor unions. Even if the 2 Sy on. aay 
Taft-Hartley Act is repealed, a en res 
these measures will remain on S. Dak. $1,050, 60 days 
the books in the States. Tenn. $4 a day, 75 days 
Labor now is driving for re- Tex. $10 a day 
‘ Utah $300 a year 
peal of these laws. It is con- Vt $750, 2 years 
vinced that this can be accom- Va. $720 a session 
plished only by getting its own Wash. $5 a day 
members in the State legisla- W. Va. $500 a year 
Wis. $2,400, 2 years 
tures. But the pay of State law- ‘ 
makers is so low in most States 
that labor men feel they cannot Wyo. $12 a day 
run for the office. Quite a few 


of those elected last November 
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Many small-town lawyers are 
employed in various States by 
corporations that operate on a 
State-wide basis, and the law- 
yers are paid regular retainer 
fees. Often they have no work 
to do for the corporation. And 
often they are elected to the 
lezislature. Insurance firms, rail- 
roads, public utilities, various 
other corporations follow this 
practice. 

A study by the Council of 
State Governments says the 
problem of regulating lobbyists 
in legislatures is not confined to 
keeping outsiders in hand. A 
large number of the legislators 
—it runs to about a fourth in 
most legislatures—are practicing 
lawyers. Quite frequently they 
get retainers for work that theo- 
retically is done at home, but 
their pay goes on while they are 
in the legislature. These can be 
retained by labor just as well as 
by any other group. 

A controversy over the activi- 
ties of lawyer-legislators, who 
wrote laws for clients or rep- 
resented them in cases before 
the State government, led the 
State of Michigan in 1945 to 
enact a statute declaring it a 
felony for legislators to get a 
premium for legal service or to 
get pay for their work in oppos- 
ing or favoring passage of bills. 

Biggest stumbling block 
for labor is the urban-rural di- 
vision of most of the State legis- 
latures. The apportionment of 
seats is weighted in favor of 
rural members. Even if labor 
were able to elect all of the 
members from the city districts 
of most States, it still would not 
be able to win control. 

One estimate says metropoli- 
tan areas are 25 per cent under- 
represented. New York State, 
for instance, operates under a 
system of legislative apportion- 
ment started in 1894 by a group 
of up-State men who fixed it so 
that New York City could not 
get a majority in the State As- 


are finding it hard to support themselves 
in the legislature. In one State, a State 
senator had to go on relief when his 
checks were held up. In addition, some 
labor members fear they will have no 
jobs when they get home. 

The handling of this matter is being 
left up to labor organizations in the in- 
dividual States. It has been done before, 
and can be done again. Thirty years ago, 
labor organizations and the Socialist Par- 
ty helped poorer members of the Wis- 
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consin legislature to keep on their feet 
financially. 

The pay-roll plan is not illegal in 
most States. In many States—as in Texas, 
for instance—the retainer system is legal. 
A member of the legislature may receive 
a retainer from a corporation or any 
other group for law work or other serv- 
ices. He is not required to make the con- 
nection public. No one knows about it. 

Labor has complained often that this 
has been done by various corporations. 


sembly. It guarantees one member to 
each of 61 counties in the State and 
limits the number of “members to 150. 

Many other States have similar ar- 
rangements that give the rural areas con- 
trol of the legislature. And any new 
apportionment has to be worked out by 
the legislature. The rural members, who 
hold control, refuse to let changes 
through that would strip them of power. 
Better pay for the State lawmakers will 
not change this situation. 
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SLOW DEATH FOR BERLIN INDUSTRY © 


Berlin is running down, despite 
“air lift.’ Rising costs for U. S. 
are ahead to keep blockaded city 
operating. 

Food is good, adequate, inside 
city. But jobs are getting scarce. 
Industrial stockpiles are giving 
out, plants closing. 

Germans, growing restive, are 
demanding a bigger air lift to 
bring in coal, raw materials, get 
city back to normal. 


“Air lift” operations to Berlin are 
beating the Russian blockade and the 
German winter. But big new problems 
are beginning to arise in the city that 
is isolated deep in Soviet territory. Ber- 
lin is becoming a depression city. Pros- 
pects are that the $1,000,000,000-a-year 
air lift, undertaken as an emergency 
device, is going to have to be enlarged 
at a greatly increased cost to the U.S. 

Berliners in the sealed-off area no 
longer are buoyed up by the fact that 
they are getting through the winter on 
air supplies. The winter is about over 
and the people are growing restive. They 
are in a mood to demand a share of the 


Reported from BERLIN 


growing prosperity of West Germans who 
are sitting in safety on the other side of 
the Iron Curtain. Berlin’s political leaders 
want the air lift doubled or tripled, and 
American officials are feeling the pres- 
sure. 

Life in the blockaded city is far+from 
simple, despite the supplies that flow in 
by air in an almost constant stream. 
A U.S. News & World Report corre- 
spondent, returning to Berlin after 
several months, finds that the air of ex- 
citement that kept up morale at the start 
of the blockade has given way to a 
musty air of stalemate. Berlin is being 
overtaken by creeping economic paralysis. 
With no settlement in sight, fighting the 
depression is going to cost a lot more 
U.S. dollars in the months ahead. 

Russia’s blockade has deprived 
West Berlin’s factories of 75 per cent of 
their electric power. Industrial output 
has been cut in half. One out of every 
four factory workers either is working 
less or has lost his job entirely. And the 
full impact of the situation has not yet 
been felt. 

Shifts in production, switching from 
power to hand operations, staggering jobs 
and other arrangements have made it 
possible for industry to get out half the 
preblockade production with only a 
fourth of the electrical power. But costs 
are being pushed up by these emergency 
work methods. Operating losses are 





LIFE IN BERLIN: THREE BASIC FACTS ARE STILL FOOD, BLACK MARKET, FUEL 
. . . despite the constant stream of relief, a creeping economic paralysis is evident. 


mounting. Smaller companies are sinking 9 
deep into debt and unemployment ig 
rising. More than 15,000 factories have 
shut down or gone on part-time sched: } 
ules. 

Living conditions generally have held | 
up better than expected when the city | 
first was forced to depend on air supply, & 
Food rations are a bit higher. A mild @ 
winter has helped. And smuggling is © 
bringing in almost 1,000 tons of coal @ 
food and clothing a day—about one ton § 
for every four coming in on the air lift. @ 

Most Berliners seen on the streets are @ 
warmly dressed. But wardrobes accumu- @ 
lated during the war years, when Ger- @ 
many was looting Europe, are beginning 7 
to wear out. Rationed wearing apparel @ 
is scarce, and that is all most people 
can afford to buy. Only enough rationed 
shoes to provide four pairs for every 100 @ 
Berliners have been brought in on the 
air lift. ime 

Official food rations are larger than at 
any time since the end of the war. But & 
meals are still skimpy by U. S. standards. © 
And getting additional food on the black @ 
market is too expensive for most peopl 
Black-market meat, at $3.60 a pound, is i 
twice as costly as it is in Western Ger- & 
many. Fresh potatoes, at 15 cents a & 
pound, cost ten times what they do in the 
West where potatoes are unrationed and 
the supply is unlimited. z 

The air lift has proved that it can feed & 
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Berliners, but the bigger job of keeping 
industry going, of maintaining jobs and 
markets, is still ahead. Much of the city 
is beginning to stagnate. 

Stocks of raw materials, plentiful when 
the blockade began, are running out. 
Some industries need heavy, bulky items 
that cannot be brought in by air. De- 
clining output is almost certain in these 
fields. 

The construction industry is beginning 
to feel the effect. Full employment has 


been maintained in the building trades,, 


partly by work on air-lift installations. 
But this work is about done. Stocks of 
building materials such as cement, lime, 
lumber, roofing tiles and glass are be- 
ginning to run out, and they cannot be 
replaced by air freight. Housing repair is 
tapering off. Large-scale layoffs are al- 
most inevitable. 

Almost a third of the raw and semi- 
finished materials for West Berlin’s 
factories formerly came from Russian 
territory. Despite the blockade, half that 
supply has been smuggled in, but tighten- 
ing restrictions are pinching off that flow 
now. Similarly, the markets for Berlin’s 
products in East Germany are being dried 
up by the tighter blockade. 

Coal is the key to Berlin’s economy 
and it is not coming in fast enough to get 
the city operating on a normal basis. 
Public utilities, factories and essential 
services are using about 3,000 tons a 
day. During the winter, additional coal 
is needed to heat homes. But the air lift, 
in good weather, does well to hit an 
average of 4,400 tons of all types of 
supplies a day. Of this, 1,300 tons is in 
food and 300 tons in other essential sup- 
plies, so coal is being ,consumed faster 
than it can be delivered. Berlin’s political 
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THE LIGHTS OF BERLIN: A BEACON FOR AIR LIFT, AN OIL LAMP FOR HOME 
... the air of excitement has given way to a musty air of stalemate 


leaders want an 11,000-ton air lift to 
pad out the coal stocks and keep the 
city going. 

The official position of American au- 
thorities has been that no more than 
4,000 tons daily could be promised. Now, 
however, they are discarding that target 
and assuring Berliners that more than 
6,000 tons daily can be flown in without 
increasing the present number of planes. 
It is likely the figure will be raised higher 
during the coming summer. 

Industrial recovery in Berlin will not 
be easy, even with a much larger air 
lift. A shortage of electric. power is the 
main handicap. 

Before the blockade, almost 90 per 
cent of Berlin’s power was generated in 
Soviet-occupied territory. Power plants 
in West Berlin were old and used only a 
few hours a day. Now they are working 
around the clock. But their output, 
limited by repeated breakdowns and 
lack of eoal, is only two thirds of capacity. 
Result is that West Berlin is only getting 
one third as much power now as it re- 
ceived a year ago. 

Industry’s troubles are so numerous 
that only concerns with large resources 
or special skills feel that they can keep 
going. A correspondent’s trip through 
the plant of the R. W. Co. provides a 
typical case history: 

Before the war the R. W. factory made 
road-building equipment for an_ inter- 
national market. During the war it con- 
verted to the manufacture of naval sup- 
plies. It was 30 per cent destroyed by 
Allied bombing in 1943 but had been 
restored by the end of the war. 

When the Russians came in, they re- 
moved all but one piece of machinery. 
By last spring the plant was back to 30 
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per cent of prewar capacity and was 
making small stoves and truck trailers. 
Then the blockade, limiting coal supplies, 
wiped out the market for stoves. The 
plant switched to making boilers for the 
city’s gas and electric plants. But its 
power ration is only half what it was 
before the blockade, and production is 
less than half what it was a year ago. 

“Before the war my market was the 
world,” the plant owner told the corre- 
spondent. “Hitler reduced it to Ger- 
many. Now my only market is my back 
yard in West Berlin.” 

Losses are running at a rate of $20,- 
000 a year. Such businessmen now are 
carrying their own losses. But to continue 
under a blockade economy for several 
years will require either long-term 
credits, now unavailable through private 
sources, or outright subsidies. 

Present planning in Berlin, neverthe- 
less, is based on the theory that the 
blockade and air lift are to be long lived. 
American officials neither. expect nor are 
particularly anxious for a Berlin settle- 
ment now. They point out that a settle- 
ment would dismantle the air lift. Russia 
could reimpose the blockade at any 
time. But restoring the air lift would be 
a difficult task. 

Keeping the city supplied on a long- 
term basis, thus, is to mean an increased 
air lift with an increased financial burden 
for the U.S. How much bigger is a 
question worrying officials inside the 
city. As one of them remarked to the 
U.S. News & World Report corre- 
spondent: 

“All that the success of the air lift 
has proved is that we can stand on our 
heads. But how long can anyone go on 
standing on his head?” 
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SLOW DEATH FOR BERLIN INDUSTRY | 


Berlin is running down, despite 
“air lift.’ Rising costs for U. S. 
are ahead to keep blockaded city 
operating. 

Food is good, adequate, inside 
city. But jobs are getting scarce. 
Industrial stockpiles are giving 
out, plants closing. 

Germans, growing restive, are 
demanding a bigger air lift to 
bring in coal, raw materials, get 
city back to normal. 


“Air lift” operations to Berlin are 
beating the Russian blockade and the 
German winter. But big new problems 
are beginning to arise in the city that 
is isolated deep in Soviet territory. Ber- 
lin is becoming a depression city. Pros- 
pects are that the $1,000,000,000-a-year 
air lift, undertaken as an emergency 
device, is going to have to be enlarged 
at a greatly increased cost to the U. S. 

Berliners in the sealed-off area no 
longer are buoyed up by the fact that 
they are getting through the winter on 
air supplies. The winter is about over 
and the people are growing restive. They 
are in a mood to demand a share of the 
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growing prosperity of West Germans who 
are sitting in safety on the other side of 
the Iron Curtain. Berlin’s political leaders 
want the air lift doubled or tripled, and 
American officials are feeling the pres- 
sure. 

Life in the blockaded city is far-from 
simple, despite the supplies that flow in 
by air in an almost constant stream. 
A U.S. News & World Report corre- 
spondent, returning to Berlin after 
several months, finds that the air of ex- 
citement that kept up morale at the start 
of the blockade has given way to a 
musty air of stalemate. Berlin is being 
overtaken by creeping economic paralysis. 
With no settlement in sight, fighting the 
depression is going to cost a lot more 
U.S. dollars in the months ahead. 

Russia’s blockade has deprived 
West Berlin’s factories of 75 per cent of 
their electric power. Industrial output 
has been cut in half. One out of every 
four factory workers either is working 
less or has lost his job entirely. And the 
full impact of the situation has not yet 
been felt. 

Shifts in production, switching from 
power to hand operations, staggering jobs 
and other arrangements have made it 
possible for industry to get out half the 
preblockade production with only a 


fourth of the electrical power. But costs 
are being pushed up by these emergency 
Operating 
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LIFE IN BERLIN: THREE BASIC FACTS ARE STILL FOOD, BLACK MARKET, FUEL 
. . . despite the constant stream of relief, a creeping economic paralysis is evident. 


mounting. Smaller companies are sinking 9 
deep into debt and unemployment is; 
rising. More than 15,000 factories havé | 
shut down or gone on part-time sched: 
ules. q 
Living conditions generally have held 7 





up better than expected when the city ¥ 


first was forced to depend on air supply, 
Food rations are a bit higher. A mild 


winter has helped. And smuggling is 7 


bringing in almost 1,000 tons of coal, | 
food and clothing a day—about one ton | 
for every four coming in on the air lift. 
Most Berliners seen on the streets are } 
warmly dressed. But wardrobes accumu- 
lated during the war years, when Ger- } 
many was looting Europe, are beginning 7 
to wear out. Rationed wearing apparel 


is scarce, and that is all most people @ 


can afford to buy. Only enough rationed 


shoes to provide four pairs for every 100 
Berliners have been brought in on the 


air lift. 


Official food rations are larger than at & 


any time since the end of the war. But 


meals are still skimpy by U. S. standards. © 
And getting additional food on the black § 


market is too expensive for most people. 
Black-market meat, at $3.60 a pound, is 


twice as costly as it is in Western Ger- @ 
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THE LIGHTS OF BERLIN: A BEACON FOR AIR LIFT, AN OIL LAMP FOR HOME 
... the air of excitement has given way to a musty air of stalemate 


Berliners, but the bigger job of keeping 
industry going, of maintaining jobs and 
markets, is still ahead. Much of the city 
is beginning to stagnate. 

Stocks of raw materials, plentiful when 
the blockade began, are running out. 
Some industries need heavy, bulky items 
that cannot be brought in by air. De- 
clining output is almost certain in these 
fields, 

The construction industry is beginning 
to feel the effect. Full employment has 


been maintained in the building trades,, 


partly by work on air-lift installations. 
But this work is about done. Stocks of 
building materials such as cement, lime, 
lumber, roofing tiles and glass are be- 
ginning to run out, and they cannot be 
replaced by air freight. Housing repair is 
tapering off. Large-scale layoffs are al- 
most inevitable. 

Almost a third of the raw and semi- 
finished materials for West Berlin’s 
factories formerly came from Russian 
territory. Despite the blockade, half that 
supply has been smuggled in, but tighten- 
ing restrictions are pinching off that flow 
now. Similarly, the markets for Berlin’s 
products in East Germany are being dried 
up by the tighter blockade. 

Coal is the key to Berlin’s economy 
and it is not coming in fast enough to get 
the city operating on a normal basis. 
Public utilities, factories and essential 
services are using about 3,000 tons a 
day. During the winter, additional coal 
is needed to heat homes. But the air lift, 
in good weather, does well to hit an 
average of 4,400 tons of all types of 
supplies a day. Of this, 1,300 tons is in 
food and 300 tons in other essential sup- 
plies, so coal is being ,consumed faster 
than it can be delivered. Berlin’s political 
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leaders want an 11,000-ton air lift to 
pad out the coal stocks and keep the 
city going. 

The official position of American au- 
thorities has been that no more than 
4,000 tons daily could be promised. Now, 
however, they are discarding that target 
and assuring Berliners that more than 
6,000 tons daily can be flown in without 
increasing the present number of planes. 
It is likely the figure will be raised higher 
during the coming summer. 

Industrial recovery in Berlin will not 
be easy, even with a much larger air 
lift. A shortage of electric. power is the 
main handicap. 

Before the blockade, almost 90 per 
cent of Berlin’s power was generated in 
Soviet-occupied territory. Power plants 
in West Berlin were old and used only a 
few hours a day. Now they are working 
around the clock. But their output, 
limited by repeated breakdowns and 
lack of coal, is only two thirds of capacity. 
Result is that West Berlin is only getting 
one third as much power now as it re- 
ceived a year ago. 

Industry’s troubles are so numerous 
that only concerns with large resources 
or special skills feel that they can keep 
going. A correspondent’s trip through 
the plant of the R. W. Co. provides a 
typical case history: 

Before the war the R. W. factory made 
road-building equipment for an_ inter- 
national market. During the war it con- 
verted to the manufacture of naval sup- 
plies. It was 30 per cent destroyed by 
Allied bombing in 1943 but had been 
restored by the end of the war. 

When the Russians came in, they re- 
moved all but one piece of machinery. 
By last spring the plant was back to 30 
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per cent of prewar capacity and was 
making small stoves and truck trailers. 
Then the blockade, limiting coal supplies, 
wiped out the market for stoves. The 
plant switched to making boilers for the 
city’s gas and electric plants. But its 
power ration is only half what it was 
before the blockade, and production is 
less than half what it was a year ago. 

“Before the war my market was the 
world,” the plant owner told the corre- 
spondent. “Hitler reduced it to Ger- 
many. Now my only market is my back 
yard in West Berlin.” 

Losses are running at a rate of $20,- 
000 a year. Such businessmen now are 
carrying their own losses. But to continue 
under a blockade economy for several 
years will require either long-term 
credits, now unavailable through private 
sources, or outright subsidies. 

Present planning in Berlin, neverthe- 
less, is based on the theory that the 
blockade and air lift are to be long lived. 
American officials neither. expect nor are 
particularly anxious for a Berlin settle- 
ment now. They point out that a settle- 
ment would dismantle the air lift. Russia 
could reimpose the blockade at any 
time. But restoring the air lift would be 
a difficult task. 

Keeping the city supplied on a long- 
term basis, thus, is toymean an increased 
air lift with an increased financial burden 
for the U.S. How much bigger is a 
question worrying officials inside the 
city. As one of them remarked to the 
U.S. News & World Report corre- 
spondent: 

“All that the success of the air lift 
has proved is that we can stand on our 
heads. But how long can anyone go on 
standing on his head?” 
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A Revolt Against Soviet: Can It Win? 


Resistance to Moscow is get- 
ting weaker in East Europe. Rus- 
sia is out to kill off all opposition 
behind the Iron Curtain. 

Undergrounds are operating. 
Some Russian soldiers are being 
shot at, Russian plants sabo- 
taged, Russian orders defied. 

But Soviet empire is not crum- 
bling, as expected. Drop in war 
fears is sapping strength of Mos- 
cow’s opponents. 


Reports of trouble in the countries 
behind the Iron Curtain are encourag- 
ing the idea that Russia’s empire is be- 
ginning to crumble. These reports are 
of particular interest to the U-S., 
whose policy is based on the premise 
that Russia, if it cannot expand, must 
retreat. 

There is, in fact, resistance to Russia in 
Eastern Europe. Armed partisans are 
shooting Russian soldiers, blowing up 
factories, sabotaging railroads. Some 
Communists are defying orders from 
Moscow. Plain citizens, tired of being 
pushed around, are resisting. But most of 
the resistance is passive, not active. 

Immediate aim of the anti-Russian 
underground is not revolt, but survival. 
The partisans undertook defiance of 
Russia in the hope that another war was 
close, that the U.S. and the Western 
powers soon would come to their rescue. 
Today they feel that war, if it comes, is 
years away. Furthermore, they are up 
against a new drive by Russia to liquidate 
all opposition in Eastern Europe. 

The facts, as assembled in Rome and 
checked and counterchecked with West- 
em intelligence services, indicate that 
Russia, not the underground, is gaining. 

Communists in Hungary, for example, 
have jailed the leader of Hungarian 
Catholics, Joseph Cardinal Mindszenty, 
and are trying to dominate the Lutheran 
Church. Polish Communists are purging 
their party of dissidents. Czechoslovak 
Communists have arrested many _anti- 
Soviet Army officers. 

Country by country, here is the in- 
side story of the resistance movements 
in the areas controlled by the Russians 
or their allies: 
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In the Baltic countries of Estonia, 
Latvia and Lithuania there are active 
forces of anti-Russian guerrillas totaling 
about 20,000. They are well equipped 
with arms and ammunition, including 
antitank guns and field artillery, much 
of it taken from the Russians. Their 
leaders are former officers of the armies 
of the Baltic countries, men now fighting 
under pseudonyms such as “The Black 
Prince,”. “The Sword” or “The Engine.” 
These bands, living in the forests, are at- 
tacking Russian Army trains, dynamiting 
Russian outposts and terrorizing Russian 
colonists who moved into the area. 

Reprisals by Russia for the guerrilla 
activities are prompt and severe. Entire 
populations of Baltic villages in guerrilla 
areas have been sent to Russian labor 
camps. There is no amnesty offered to 
guerrillas; they are shot when caught. 
In Lithuania alone, an area the size of 
West Virginia, the Russians maintain 


forces of more than 225,000 troops and 
combat police to keep the guerrillas in 
check. 

The future for the Baltic resistance is 
dark, All three countries now are a part 
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of the Soviet Union. Russia is out to! 
destroy the national character of the 
Baltic states. Estonians, Latvians and 
Lithuanians by the hundreds of thov. 
sands are moved deep into Russia; their 
lands are given to Russian farm worker 
who are urged to marry natives. 

In Poland, the underground is better 
organized than elsewhere in Eastem 
Europe. Units of partisans living in the 
woods, cells of anti-Communists in the 
armed forces and secret organizations of 
anti-Russian civilians who are active even 7 
inside the Communist Party of Poland 7 
are closely linked and well commanded, % 
They have plenty of arms, leftovers of 
the last war. Unlike the Baltic guerrillas, 
however, they are keeping quiet, fighting 
little, organizing carefully, conserving 
their strength for the war they hope will 
come before they are exterminated. 

Leaders of the Polish underground are 
well represented abroad. They have dele- 
gates in Rome, Paris, London and Wash- 
ington, Their top leaders are little known 
outside Poland; Lieut. Gen. Wladyslaw 
Anders, commander of the Polish troops, 
who fought through World War II and 
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Here the core of resistance was smashed by purging the top ranks 
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now is a resident of London, is not at 
present in the high command of the 
underground, 

Communists who follow the Moscow 
line control the Polish Government, in- 
cluding the Army and the police. They 
have arrested thousands for resistance 
activities; the jails and work camps in 
Poland are full. Russian military police, 
active throughout Poland, have sent 
many Poles suspected of underground 
work against the Russians to Siberian 
slave-labor camps. But the Communist 
Party of Poland is divided within itself; 
a strong minority resents Russia’s inter- 
ference in Polish affairs. As a result, the 
underground, though weaker than it was 
a year ago, still worries the Government. 

In Czechoslovakia, a Communist 
Government has smashed the core of or- 
ganized resistance by purging the top 
ranks of the Army. Scores of staff officers, 
including 14 generals, have fled the 
country or are in jail. They planned a 
simple coup, the seizure of the Commu- 
nist President, Klement Gottwald, and 
his Cabinet. Discovery of the plot has 
left Czechoslovak resistance without a 
head, but the material for resistance is 
there. The Army is only about 30 per cent 
Communist. Half the police are non- 
Communists. 

Trend among non-Communists in 
Czechoslovakia, however, is to get out 
of the country rather than to stay and or- 
ganize resistance. Communist officials are 
easily bribed; prices for the proper papers 
or the official aid necessary to get out of 
the country range from $500 to as much 
as $8,000. Poor Czechoslovaks, who can- 
not afford such prices, are keeping the 
resistance going. 

Workers in Bohemia are showing their 
discontent with the Communist regime 
by slowing up work, staying away from 
their jobs. In Moravia and Slovakia, the 
peasants are looking to the Catholic clergy 
for leadership against the Communists 
and Russia. In addition, many Com- 
munists are resentful of Russia’s inter- 
ference in the affairs of the Prague Gov- 
ernment. But the active opposition with- 
in Czechoslovakia is weak and Russia’s 
leadership is not seriously threatened. 

Hungary is the top example of a 
country where the Catholic Church is 
not only the symbol, but also the back- 
bone, of resistance to Russia. Moscow- 

line Communists who run the Hungarian 
Government are convinced that, if they 
can break the power of the Hungarian 
clergy, they can reduce resistance in the 
country to a minimum. Hungary is 66 
per cent Catholic; the clergy, so far, has 
been united against the Government. 
Now, with the imprisonment of ‘Cardinal 
Mindszenty, Hungarian Communists 
hope to divide the Catholic clergy be- 
tween those who favor continued resist- 
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ance and those willing to go along with 
the Government. 

In Rumania, all power is tightly held 
by Moscow-line Communists. The state 
Orthodox Church offers little or no re- 
sistance to the Government. There is no 
armed resistance in Rumania. What un- 
derground organization still exists is 
based on former members of the extreme 
right-wing Iron Guard organization. 

In Bulgaria, too, the pro-Russian Gov- 
emment is supreme. There is some 
sabotage, chiefly by peasants who grow 
only enough food for themselves and 
send little to the Government collection 
centers. The underground is small and 
not very active; repression is severe. In 
the last three years about 50,000 Bul- 
garians out of a population of 7,000,000 
have been imprisoned, sent to Russia or 
executed without trial. 

In Albania, there is no resistance 
worthy of the name. Russia has a large 
mission in the little country and a pro- 
Russian dictatorship tolerates little op- 
position. There is feuding and fighting 
among tribesmen, but such squabbles are 
of no political importance. 

Yugoslavia remains a country apart, 
a case. unique in Eastern Europe. Marshal 
Josip Broz Tito, the dictator, has defied 
Moscow and is out to give the country 
his own brand of Communism. Bands of 
right-wing Chetniks still are fighting 
Government forces in the mountains, but 
it is often hard to draw the line between 
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anti-Tito fighters and bandits. Peasants 
are holding out on food deliveries to the 
Government, but the leaders of the anti- 
Communist underground are quiet. They 
feel that Marshal Tito is doing well in 
defying Moscow; they are waiting to see 
if he succeeds. 

In the Ukraine, as in the rest of the 
Soviet Union outside the Baltic states, 
there is no active resistance at present. 
Nearest thing to resistance is the so- 
called “catacomb church,” a semireligious 
underground of anti-Communists, few in 
number, who meet in small groups 
secretly for masses at night. Its members 
have been excommunicated by the Rus- 
sian Orthodox Church and, contrary to 
the gossip in Rome, they have no ties 
with the Roman Catholic Church. 

Over all, the resistance to Russia 
within the Soviet sphere of influence is 
weak and is getting weaker. Even Yugo- 
slavia, despite its defiance of Moscow on 
ideological grounds, is following the 
Moscow line in world politics. Polish 
resistance leaders have set up an organ- 
ization called Intermarium to co-ordinate 
resistance to Russia from the Baltic to 
the Black ‘seas, but, so far, Intermarium 
is littlke more than a debating society. 

Eventually, if there is war between 
the U.S. and Russia, the underground 
behind the Iron Curtain may be of real 
importance to the West. But Russia, 
aware of the danger, is in the midst of a 
drive to destroy resistance forces. 
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Here the church is not only the symbol, but also the backbone, of resistance 
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PERON’S BEEF TROUBLE: ERP’S GAIN 


U.S. Army, halting meat buy- 
ing in Argentina, is causing new 
headaches for President Juan D. 
Peron. 

lt means fewer dollars for 
Argentina, less competition for 
Argentine beef. Britain, other 
buyers can get more meat. 

Higher prices, wanted by Mr. 
Perén to head off economic 
troubles, will be harder to get 
with U.S. out of the market. 


Argentina, out to squeeze high 
prices for beef from European buyers, 
is up against the loss of a valuable cus- 
tomer—the U.S. Army. Purchases of 
beef for American troops overseas, 
previously made in Buenos Aires, have 
been shifted to the U. S. market where 
beef prices are twice as high. 

Amount of money involved in the U. S. 
Army purchases—about $25,000,000 a 
year—is no great loss to the billion-dollar 
cattle industry in this country. Argentina, 
the world’s leading exporter of meat, has 
customers who buy more. What worries 
the Argentine Government, however, is 
that the U.S. is taking its dollars out of 
the market just as Argentina is trying to 
head off an economic crisis by boosting 
prices. 

The shift from Argentine meat to U. S. 
meat will cost the U.S. Army the differ- 
ence between 25 cents a pound and 50 
cents a pound for beef. The move was 
made not only in response to pressure 
from U.S. cattlemen, but also to help 
out Britain and other countries depend- 
ent on U.S. aid. The result is a serious 
blow to the Argentine. 

Meat buyers from a score of import- 
ing countries are competing for Argentine 
beef in Buenos Aires. Domestic prices, 
compared to those in the U.S., are low. 
Fine sirloin steak sells in Buenos Aires at 
35 cents a pound and Argentines eat 
twice as much meat as Americans do. 
Export prices, however, were rising until 
recently, encouraged by U.S. buying. 

Britain, before the war, took 90 per 
cent of Argentina’s meat exports. The 
British cannot afford to buy that much 
meat now; they are eating less, cutting 
down on imports. To hold meat rations at 
current levels, Britain paid in advance 
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Reported from BUENOS AIRES 


last year for 400,000 tons of Argentine 
beef. The price, fixed by contract be- 
tween the British and Argentine govern- 
ments last year, is 16 cents a pound. 

The U. S. is buying no fresh beef from 
the Argentine for consumption in the 
United States. Such imports are banned 
by U.S. law. Official reason is that U. S. 
cattle might thus be exposed to the 
foot-and-mouth disease. The fact is that 
large sections of Argentina have long 
been free of the disease, and the country 
has strict inspection laws comparable to 
U.S. regulations. Argentine school chil- 
dren are taught that the U.S. ban is 
due to pressure from U. S. cattle interests 
which fear Argentine competition. 

Last year, however, the U.S. Army 
began purchasing Argentine meat for 
U.S. forces overseas. While U.S. meat 
was expensive, American troops abroad 
got fine Argentine beef at low cost. Buy- 
ers for the U.S. Army paid 25 cents a 
pound in cash dollars, an arrangement 
which was much more satisfactory to the 





BEEF FOR EXPORT 
Argentina’s loss is Britain’s gain 


Argentine Government than the British 
contract at 16 cents a pound. 

The Argentine squeeze on Britain be- 
gan late last year. Contracted deliveries 
of beef to Britain are running 100,000 
tons short. The British Government 
warned the Argentine President, Gen. 
Juan D. Peron, that his Government must 
return part of Britain's money if de- 
liveries are not speeded up. But Peron 
continued to sell beef to the U.S. Army 
and other buyers, including the French, 
Dutch and Belgian governments, for 
prices well over the British contract price. 

A showdown developed quickly. The 
U.S. Government was forced to re- 
examine the Army’s purchases of meat 
on the Buenos Aires market. 

U.S. competition for Argentine beef 
against countries dependent on U.S. aid 
would, in the long run, place the U. S. 
in the position of damaging the European 
Recovery Program, Britain already has 
cut beef rations at home by 20 per cent 
because of the curtailment of Argentine 
deliveries, There would be further cuts 
if Britain were required to pay more for 
beef. Reduced rations, sooner or later, 
would show up in lower output per 
worker. Britain’s exports would be re- 
duced; Britain would be more dependent 
on aid from U.S. taxpayers. 

Buying in the U.S., the Army must 
pay an extra $25,000,000 a year over 
Argentine prices for quality meat. Never- 
theless, the U. S. Government decided to 
buy no more meat in the Argentine. Last 
purchases were made in January. 

Impact of the U.S. action reaches far 
beyond the meat trade. 

General Perén’s Government is in 
real danger. It is blamed already for forc- 
ing high prices for grain until buyers did 
without or went elsewhere, leaving Ar- 
gentina with a big surplus. Now, with 
the U.S. out of the market, the drive to 
boost meat prices is weakened too. 

Nations of Western Europe, Britain 
and other countries receiving U.S. aid, 
are likely to profit now that they are 
not forced to compete with the U.S. for 
Argentine meat. They are hoping that 
the U.S. will follow a similar policy in 
other markets where U.S. competition 
runs up prices for European buyers. 

U. S. taxpayers, who are footing the 
bill for higher-priced U. S. meat, are find- 
ing out that getting Europe back on its 
feet involves hidden costs such as that 
incurred in the shift away from the 
Argentine market. 
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policy makers. Current list, though, is enough to make diplomats in Europe and 
Asia worry, question whether U.S. really knows how to run half the world. 
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om. TOKYO....FRANKFURT....STOCKHOLM....LONDON.... 
oo : Maybe the U.S. knows what it's doing, but it doesn't look that way to a lot 
Peron @ of people in Europe and Asia. What they see, or think they see, is a vast con- 

recone! ‘ fusion, compounded by bickering between Washington and U.S. officials overseas. 

's. for j Confusion over Atlantic pact has the Scandinavians going around in circles, 

a j the Dutch viewing with alarm, the French fearing a U.S. swing back to isolation, 
he 4 the British trying to keep everybody calm, the Russians having a wonderful time. 

meat : Confusion over Japan is giving U.S. allies in the Pacific the jitters, mys- 
co * tifying Japanese, disclosing a rift between Washington and General MacArthur. 

S. aid A Confusion over Germany, due to come out into the open sooner or later, is-° 
U.s. to reveal deep, continuing differences between Washington and General Clay. 

es 4 There may be still other differences, other signs of confusion among U.S. 
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Nervousness in the Pacific theater of U.S. affairs stems from two events. 

Mission to Tokyo of Kenneth Royall, U.S. Secretary of the Army, has left 
the Japanese capital in something of an uproar, in bewilderment shared by Ameri- 
cans, Australians, Chinese as well as Japanese. Question is whether Mr. Royall 
did or did not say U.S. couldn't defend Japan, should pull out in case of war. 

Communist conquest of China, which is the big event in the Pacific these 
days, explains why talk of U.S. quitting Japan gets people easily excited. 
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Last 
oe a Truth of the matter, whatever Mr. Royall did or didn't say, is this: 

U.S. forces in Japan are being reduced, down to 4 under-strength divisions. 
is in x Job of troops is changing from that of occupation force, Spread all over 
a é Japan, highly visible, to concentration in garrisons, out of people's hair. 

r Ar- §f One result is to place on new Japanese Government more responsibility for 
with & maintaining order, keeping Communists in line. It calls for effective policing. 
aides ‘4 Further result, to be expected when and if Communists cause trouble, is a 
‘itain € request from the conservative Japanese Cabinet, strongly anti-Communist, for a 
aid, special police force, mobile and well armed, to provide internal security. This 
ees request, when it comes, may embarrass the U.S. somewhat, for in effect it per- 
that mits the Japanese to train an army, something they're not Supposed to have. 

y in 

ig Whether or not Mr. Royall let the cat out of the bag--a question still being 
the debated in Tokyo, Shanghai, Melbourne--inside facts of U.S. strategy are these: 
— U.S. bastion, key base in Far East is to be Okinawa, not Japan. It never 
that has been intended to make Japan a peacetime military or naval base for the U.S. 
the U.S. idea on Japan was and is to make it economically self-supporting, so 
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far as possible, politically stable, safely anti-Communist. Defense of Japan, 
it's always been assumed, would have to be from Okinawa and Philippine bases. 
But idea that U.S. wouldn't even try to defend Japan makes very little sense. 
More plausible is use of Japan's man power, airfields, in any war against Russia. 
Back of the fuss stirred up by Mr. Royall, of course, is the big question 
of what U.S. does about China. Any hint of retreat from Japan looks like final 
abandonment of China as well as of Japan. And General MacArthur, among others, 
wants more U.S. force in Pacific, not less. It's an old issue, now revived. 





>> What U.S. ought or ought not to do in Western Germany is causing confusion, 
too. It's an issue that's come to the surface before, will again, probably soon. 

Subsurface facts, usually well hidden, are actually these: 

General Lucius D. Clay, U.S. Military Governor in Germany, has some defi- 
nite ideas about what the U.S. ought to do in Western Germany, and exactly how to 
go about it. These ideas, however, don't always appeal to all hands in Washington. 

State Department in Washington tends more and more to oppose or shelve the 
Clay ideas, prefers its own plans, worked up and negotiated by its personnel. 

Upshot, then, is a request by General Clay that he be allowed to resign, 
let the State Department handle Germany. But President Truman, confronted by 
this request three times in recent months, has hesitated, still hesitates. 











>> It's not just a personality conflict. Big issues, policies are at stake. 
Control by Germans is a basic issue running through much of the fussing and 
feuding. General Clay argues that the only way to get Germany on her feet is to 
let Germans run the show themselves. But U.S. diplomats fear the consequences. 
Control by Allies is the other side of this issue. State Department, and 
particularly the French, wouldn't give Germans as much freedom as Clay proposes, 
would keep tighter checkrein on new government, limit degree of centralization. 
That's just one of the issues that divides General Clay and U.S. diplomats, 
keeps the cables humming, strains tempers, keeps policy makers in ferment. 
U.S. policy, thus, is made and unmade several times a week, but apparently 
never quite settled. At least it seems that way to onlookers in Europe. They 
are waiting with interest to see what U.S. policy on Germany finally will be. 











>> Washington thinking on Scandinavia, current U.S. ideas on Atlantic pact are 
being jolted by facts and arguments the Swedes are advancing. 

Impression you get in Stockholm, unlike Washington, is this: 

Biggest uncertainty, biggest problem is not detailed terms of alliance, not 
what U.S. will or won't do, but what Soviet Russia will or won't do. 

Danger is of false step by Sweden, provoking Russia into warlike moves. 

As things stand, Moscow dislikes idea of Scandinavian pact, fears Atlantic 
alliance, but would fear most of all Sweden's joining such an alliance. 

Testing’ ground, nub of Swedish argument, is Finland. Fact is, Finns have 
not carried out treaty promises to build railroad to Swedish frontier, rebuild 
frontier bridge, repair roads. Yet Russia is not forcing Finland to do all these 
things. And, without them, Russia can't move an army easily into Scandinavia. 

Swedish tie to Atlantic pact, Swedes are sure, would change all that, alarm 
Russia's generals, precipitate Soviet moves into Finland, make things hot. 

Swedish idea, therefore, is for Sweden to stay as a buffer state, but one 
leaning westward just as far as possible without provoking Russia into war. 
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Britain has long been the world’s 
greatest customer, and has led the 
way in the export of manufactured 
products. By initiative in modern 
research, and from experience of commerce with 
other nations, her industrial production has 
become greater and more varied than ever in 
history. 

Renowned for the quality of her work, Britain 
has applied new technique to her famous in- 
dustries. By enterprise in fresh markets she has 
achieved record deliveries, and export production 
still expands. To keep in touch with these develop- 
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BRITISH INDUSTRIES FAIR 


ments great numbers of the world’s principal 
buyers are making visits to Britain. 

Every year, from over 100 countries, trade 
buyers gather at the British Industries Fair. The 
Chamber of Commerce in Birmingham, and 
manufacturers from every part of Britain, 
join with the British Government to welcome 
them. 

At BIF 1949, from 2-13 May, three thousand 
exhibitors will display the latest developments in 
thirty groups of allied trades. The leading men of 
international commerce are invited to attend the 
world’s greatest assembly of national products. 


MAY 1949 
TRADE BUYERS—PLAN YOUR VISIT NOW 


Information about exhibitors, special displays and facilities at the Fair can 
be obtained from the nearest British Embassy, Legation or Consulate. 





This is a woman buying Woman’s Day 


To reach her, America’s advertisers invested 
more than $5,600,000 in Woman’s Day in 
1948—a 34% gain over the previous year. 





Circulations : 19 West 44th St. & 
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Audit Bureau of 





| onctre- 


| sp up and pay cash for 
WOMAN'S DAY than for 
any other magazine! 


No other magazine with audited circulation comes 
within hailing distance of WOMAN’S DAY’s single 
copy sales. December circulation set a new all-time 
high: 3,430,000 copies...not a subscription copy among 
them...bought by women who want and read Woman’s 
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Day .. 
marketing in person... 


. bought by women who do their families’ 
bought by women who step 


up in overwhelming numbers to buy products, too. 


@ MOST MAGAZINE CIRCULATIONS ARE UP 
Take the circulations of the big:ones other than 
Woman’s Day—those general, consumer and farm 
magazines with more than 2,000,000. In 1948 (first 
six months) their combined circulations were about 
50 million copies, a million more than the previ- 
ous year, a gain of 2%. Woman’s Day’s gain in this 
period was nearly a shi el of a million copies... to 
3,167,000 ... more than 8% up. 


® SUBSCRIPTIONS ARE UP EVEN MORE 

These same magazines had a large gain in subscrip- 
tions in the first six months of 1948 ... from 29.8 
millions to 32.2 millions ... 2% millions up from 
1947 for a gain of more han 8%. Woman's Day had 
no subscription circulation in either year. 


® BUT THEIR NEWSSTAND SALES ARE OFF 

Their trend in newsstand sales was just the reverse... 
a drop of — 113 million copies from 19.1 millions 
to 17.6 millions ...a decrease of 8%. Woman’s Day’s 


PHILADELPHIA 
1701 Fidelity-Phila. Trust Bldg. 


CHICAGO 
221 N. LaSalle St. 


single copy sales soared in the same period ... nearly 
a quarter of a million copies ... an increase of 8%. 
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@ WOMAN’S DAY’S CIRCULATION IS ROBUST 
Our picture has never been healthier. This chart shows 
the steady rise in net paid sales in the six months period 
just completed. The December all-time record of more 
than 3,430,000 copies was achieved with a return rate 
of only 2.13%. Because women want Woman’s Day 
it sells itself and its advertisers’ products, too. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.’ 

GEORGE WASHINGTON 


U,_S.News ¢ 


(These two pages present each week the opinion of The Editor. They 
other members of the staff, who report, interpret, and forecast no 





If a disinterested examination of the inner motives 
and impulses of labor leaders could be made, it would 
be found that in many important respects the union 
viewpoint really resembles that of management. 

There is, of course, just as much injustice done in 
lumping all labor organizations together as in gen- 
eralizing about business on the basis of an experience 
with some businesses inside the group. 

Just as managements differ among themselves, so do 
labor unions differ. The labor viewpoint, to be sure, is 
not always keyed to despise management, and there 
are business men who feel sympathetic toward unions. 
But it would be wrong to deny that inside the labor 
movement there is a profound distrust of manage- 
ment and inside management there is a profound dis- 
trust of labor unions. The feeling at times borders on 
deep hatred and bitterness and it tends sometimes to 
approximate in its manifestations the violence of war 
itself. 

Indeed, while we do not characterize a “strike” as 
a war or a revolution, we do speak often of “class war- 
fare.” Frequently, too, employers have resorted to the 
use of strong-arm men at the doors of the factory. So 
have labor unions on the picket lines. 


Blaming the unions: Curiously enough, when a 
major strike occurs, the public resents the work stop- 
page and more often than not blames the union be- 
cause the injury affects the innocent bystander. Al- 
most never do the majority of the bystanders blame 
management for obdurate refusal to make concessions. 
They blame the union because it usually initiates the 
work stoppage. If employers used their right of “lock- 
out” as freely as the unions use their right to strike, 
the public would visit its condemnation on the heads 
of industry, too. 

What is the psychological reason then which moti- 
vates a union or its leaders to call a strike that so often 
causes economic loss and imperils the national health 
and safety? Why do union leaders take such risks of 
public condemnation? 

To get an answer to this basic question, one must 
understand the whole emotional ~xperience of the 
labor-union movement. For generations in America 





THE LABOR VIEWPOINT 


BY DAVID LAWRENCE 
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employer-made rules were the only rules. The years 
and years of resentment which accumulated have J 
festered, and the labor union starts with the pre § 
mise that the employer is hostile—a natural enemy, 
Economic coercion has seemed the only effective 
weapon. 

Easing employer-employe tensions: There are, 
to be sure, instances where cooperation between em: 
ployes and management has avoided strikes or lengthy 
disputes. But unfortunately the status underneath is 
one of, armed truce—a situation likely to flare into 
open hostility as the time for negotiating a new con- 
tract approaches. 

When the Wagner Act was passed in 1935, it was 
thought by many observers that a solution had been 
found. Compulsory collective bargaining was ordered 
by law. The parties at last had to sit down together. 
A process for selecting employe representatives was 
devised. The National Labor Relations Board was 
given or assumed vast powers of regulation of em- 
ployer conduct. The Taft-Hartley Act gave the Board 
powers to regulate the conduct of labor unions. 

But because the constitutional right to legislate ex- 
ists is no reason to believe that a beneficial result will 
always ensue if there is legislation. 

The Wagner Act delegated power without defini- 
tion and the Taft-Hartley Act sought to correct the 
decisions of a misguided and biased personnel during 
nearly 12 years of Labor Board action. 

There are some things that should, of course, be 
prohibited, such as secondary boycotts and any inter- 
ference either by employers or unions with the exer- 
cise of the individual right to work or to strike. Like. 
wise, there must be a ban on “wildcat” strikes. Propet 
notice of termination of work or modification of con- 
tracts should be required of both employers and un- 
ions. There must be a required use of mediation and 
conciliation facilities with power to halt strikes until 
all resources for negotiation or “cooling off” have 
been exhausted. 

The desire for the “closed shop” is a natural crav- 
ing for security against the inroads of competitor 
unions or against the rise of a minority group within 
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of U.S. News & World Report are written in their entirety by the 
international news irrespective of the editorial views expressed here.) 


“| wholly disapprove of what you say but will 
defend to the death your right to say it.”’ 


VOLTAIRE 









"Tensions between labor and management have historical basis that legislation 


‘alone will not remove—Free and honest negotiation should be encouraged— 


"Urge toward monopoly is not confined to any one economic group. 


am 


"a shop which might seek to dislodge a union and 

} make their contracts in some other way. 

The unions cannot be blamed for wishing to elimi- 

3 nate competition. The fact that the anti-trust laws 
are still on the statute books and are vigorously en- 

© forced does not prove that the urge toward monopoly 
and price-fixing has been exterminated from the 
bosoms of management men. Certainly a “closed 
shop” is often convenient for both sides. So is a mo- 
nopoly and an agreement among members of a 
cartel. 

In the effort to get an advantage in the use of eco- 
nomic power and in striving for monopoly privileges, 
unions tend to move our economic society further and 
further toward the cartel system out of which fascism 
grew in Germany and Italy and out of which social- 
ism has been born in Britain. 


Encouraging honest negotiation: The processes 
of free negotiation should be encouraged. The am- 
biguity of legislative phrases, however, adds per- 
plexity. 

Take the phrase “collective bargaining.” What does 
it really mean in practice? Certainly it may imply to 
the layman that it is a friendly and frank conference 
in which both sides sincerely and earnestly strive to 
reach an agreement. 

But unhappily the very word “bargaining” belies 
such a description. Actually neither side starts out 
honestly. Each side puts in for purposes of “trading” 
a lot of demands that both sides know are not seri- 
ously intended. Yet this very dishonesty creates emo- 
tional problems and often causes the lines to be drawn 
so firmly as to make the use of the strike the only 
way out for the labor union. 

This defect cannot be cured by law, though it would 
help somewhat if we didn’t legalize dishonesty and if 
we changed the phrase from “collective bargaining” 
to “labor-management conference.” Negotiation of 
any contract between business men or between indi- 
viduals will never be free from trading, but it is a 
mistake to write into law that either unions or man- 
agement shall bargain “in good faith.” It is impossible 
to discern the motives that lie in the minds of nego- 





tiators. The “good faith” restriction merely creates dif- 
ficulties and affords opportunity for dilatory litigation 
or bludgeoning. 

Both sides should, of course, be obligated to nego- 
tiate through the conference method. 


Refusals to bargain: William M. Leiserson, a for- 
mer chairman of the National Mediation Board which 
handled railway disputes and a former member also 
of the National Labor Relations Board, seems to feel 
that restriction should be minimized but he goes on to 
say that there should be certain mandatory provi- 
sions. Writing in The New York Times Magazine re- 
cently, he said: 

“The normal union bargains collectively, for 
that is its reason for existence. But some unions 
have grown so strong that they do not want col- 
lective bargaining, as so many employers don’t. 
They prefer to dictate terms or, as someone has 
said, to collect first and bargain afterward. 

“Experience having shown that unions as well 
as employers may obstruct and tend to destroy 
collective bargaining, it is clear that a require- 
ment that unions shall not refuse to bargain is as 
necessary as the provision that employers shall 
not so refuse. The Taft-Hartley Law made such 
refusal by a union an unfair labor practice, and 
there can be no reasonable objection to it. The 
national labor policy is furthered, not retarded, 
by such a requirement.” 

Generally speaking, the fewer restrictions that are 
placed upon the process of conference, the better are 
the prospects for labor-management peace. There 
are abuses. These can be recited in the law as “unfair 
labor practices” for both unions and managément. 
But again there is no force except public opinion 
which can be effectively brought to bear on these who 
abuse their respective economic rights. 

Neither labor unions nor management should 
be given special privileges or monopoly. A cause that 
cannot stand the competition of ideas and open dis- 
cussion is a weak cause to which no amount of pro- 
tection by government can impart an enduring 
strength. 
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Ralph J. Bunche, Grandson of a Slave, Who Rises to Prominence 


As Peacemaker for the Middle East and High Official in the U. N. 
Reported from RHODES and WASHINGTON 


> Ralph J. Bunche is trying to bring 
peace to the always-troubled Middle East. 
By tact, patience and, some say, the 
force of his personality and sincerity, Dr. 
Bunche has been holding together an 
armistice conference between representa- 
tives of Egypt and the new state of 
Israel. Under his supervision, meetings 
between Israel and other neighboring 
states are to follow. 

In these sessions, Dr. Bunche, bulky, 
vigorous, tireless, represents the United 
Nations as acting mediator. At 44, he is 
an international civil servant and is con- 
sidered an outstanding authority on racial 
groups the world around, their problems, 
animosities and fears. He also is the first 
U.S. Negro to become a leading figure 
in world affairs. He is the grandson of a 
slave and the son of a Detroit barber. 

Dr. Bunche, in reaching his present 
position, has surmounted more obstacles 
than beset the traditional Horatio Alger 
hero. Who he is, how he reached that 
position and what he is doing in the 
Middle East have become important to 
many governments, Yet, in his own Amer- 
ica, he is little known. To look more 
deeply into the man, his career and his 
purposes: 

Objective: peace. Dr. Bunche is 
seeking to build the framework for a 
permanent peace, to eliminate frictions 
that could lead to more gunfire. In a 
region where religious, racial and na- 
tional enmities reach back into the cen- 
turies, this obviously is a touchy assign- 
ment. 

He is helped by the fact that Israel 
has won the war and imposed a measure 
of military stability. The Arab League is 
torn with jealousies, or its members are 
beaten in battle. The last to be defeated 
was Egypt. Israel now wants peace so 
that she may develop as a nation. Egypt 
is war-weary and scarcely eager to con- 
tinue the conflict. 

There are complications, too. Israel 
has been unwilling to give up any gains 
won in battle. Like other Arab states, the 
Egyptians have scorned to treat Israel as 
a nation. Dr. Bunche has had to save the 
Egyptian face before the world: on that 
point. He has had to help with some 
Egyptian face-saving at home, too, be- 
cause the Egyptians have been given the 
impression that they won the war. 

Dr. Bunche’s first success was in get- 
ting the two states together at all. They 
gathered at the Greek island of Rhodes, 
with the Egyptians at some pains to 
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DR. BUNCHE AS ASSISTANT TO THE LATE COUNT BERNADOTTE... 


.. . AND NOW AS ACTING MEDIATOR IN THE NEAR EAST 
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—Official U.N. 


Tact, patience and sincerity help to hold a conference together 


explain that this was purely a military 
meeting to consider questions between 
armies, not between governments. Dr. 
Bunche was willing to let it go at that. 

His second success was the signing of 
a cease-fire agreement, There had been 
truces before and they had been broken, 
as Dr. Bunche was only too well aware. 
But this was the first to be signed on high 
governmental levels, and all indications 
are that it is permanent, 


After that, it became a matter of de- 
tails, But the details have proved obsti- 
nate things. They have involved the 
question of the Israeli-Egyptian border, 
whether certain buffer areas should be 
demilitarized, withdrawal of troops and 
release of an Egyptian brigade surrounded 
and pinned down at Faluga by the 
Israelis for months. On such matters, both 
sides have proved stubborn, reluctant 
to make more than minor concessions. 
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Will to peace. But Dr. Bunche was 
quick to detect and to cultivate what he 
considers a fundamental will to peace. 
Quietly confident of eventual agreement, 
he has worked around the clock, At 
Rhodes, his days and nights have been 
fled with shirt-sleeved conferences, first 
vith one side, then with the other, then 
gint sessions, The meetings often have 
run far into the night, with the mediator 
up early the next morning, ready for 
another round, 

Dr. Bunche, who considers himself the 
servant, not the master, of the negotia- 
tors, has had to be aware of all the minute 
considerations of tender MiddJe Eastern 
feelings. He has pushed the two sides 
gently together. As the daily meetings 
narrowed and defined the differences 
between the two, he has suggested com- 
promises. Some have been accepted, 
others have had to be revised. 

But he has not given up. Moments 
when an agreement seemed assured have 
alternated with days when the talks 
seemed about to collapse. Then, his tactic 
has been to tell the two delegations 
firmly that, if the conference fails, they 
must justify their positions before the 
world and to call their attention to new 
possibilities of compromise. 

“We've never gone backward during 
the current talks,” he said recently. 
“We've always found some way to either 
poke through or skirt the stumbling 
blocks.” 

Scholar. When a _ boy, his family 
moved from Detroit to Albuquerque, 
N. M., because the mother’s health de- 
manded a dry climate. There, When Dr. 
Bunche was 12, both father and mother 
died within a few months of each other. 
He and a sister went on to Los Angeles 
to live with their maternal grandmother,’ 
who he says was “the strongest woman 
I ever knew even though she stood less 
than five feet high.” 

As he grew older he came to know the 
slights and rebuffs that go to those of 
his race. He was an honor student at 
high school. On graduation, the prin- 
cipal patted him on the back, as Dr. 
Bunche relates it, gave him some en- 
couraging words and added that he had 
never thought of the boy as a Negro. 

“This hit me harder than all the times 
I was told I wasn’t wanted in public 
places,” Dr. Bunche continues. “I knew 
something could be done about changing 
those restrictions, but precious _ little 
could be done about the principal.” 

Eager for education, Dr. Bunche ob- 
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f de- tained a scholarship at the University of 
»bsti- California at Los Angeles. That provided 
the his tuition. For the rest of his expenses 
rder, he worked as a janitor, a carpet layer, a 
1 be cleaner, as a vacation-time mess boy on 
and a coastal steamship line. He starred on 
ided three championship basketball teams. In 
the 1927, he was graduated summa cum 
both laude and with a Phi Beta Kappa key. | 
‘tant A year at Harvard and a master’s de- | 
ions. 
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How does the kind of work to be done affect your choice 
of the right calculator? Can you reduce calculating costs 
by using new short-cut methods? What is the best way to 
judge the effective speed of a calculator? What is the 
relation of machine cost to operating cost? 


Answers to these and many other questions about cal- 
culating are contained in the 16-page booklet ‘Investigate 
Before You Calculate.’’ The information it provides will 
prove a helpful guide to getting work done in less time, 
with less effort, at less cost. Send for your copy now. 


WHEREVER THERE’S BUSINESS THERE’S 


Burroughs 


Burroughs Adding Machine Company 
6083 Second Avenue 
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| Detroit 32, Michigan 
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Please send me a copy of ‘Investigate Before You Calculate.” 


Name —EE - = — 
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Just a minute... 
while we move a mountain! 





Yes—we mean just that! The freight- 
hauling job the railroads are doing 
these days is equivalent to moving 
more than a million tons of freight a 
mile every minute of the day and night. 
Moving this mountainous. load 
every minute calls for the most effi- 
cient use of cars and locomotives—and 
the railroads are using them today so 
efficiently that the average train turns 
out transportation service equivalent 
to moving 18,212 tons of freight a mile 
every hour. That’s nearly two and one- 
half times as much as the average 
train did just after the first World War. 
A lot of things helped bring about 
this great gain in efficiency. Among 
them are continued and expanding re- 
search in better transportation tools 
and methods—and huge investment in 
providing the better facilities neces- 
sary to do an ever better job. This 
investment has averaged, over the 
past quarter of a century, more than 
$500,000,000 a year. And in 1948 it 
was well above one billion dollars. 


For the future, the railroads plan to 
keep on investing in new cars and 
engines, better shops and signals, bet- 
ter tracks and terminals, and ail the 
other things that mean better service 
to the public. 

The only way railroads can get the 
money to’ pay for these improvements 
is through their earnings. To keep 
abreast of the needs of the nation they 
must make earnings which are in line 
with today’s expenses and today’s 
costs. That would be your best insur- 
ance that the American people and 
American business will continue to 
have the most efficient, most economi- 
cal, most dependable rail transporta- 
tion in the world. 


SSSSOCIATION OF 
FMERICAN 


GK UROADS 


" WASHINGTON 6, D. C. 


Listen to THE RAILROAD HOUR, presenting the world’s great 
musical shows. Every Monday evening over the ABC Network, 
8-8:45 Eastern, Mountain, and Pacific Time; 7-7:45 Central Time. 
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People of the Week 


gree in political science followed. For a 
time, he was an instructor at Harvard 
then switched to Howard University ip 
Washington, D. C., where he eventually 
became a full professor. He took time t 
travel, on various fellowships and awards 
studying the races of the world, the prob. 
lems of colonial government and of goy. 
ernment by protectorate. He won 
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-—Official U.N, 
AT WORK WITH MOSHE SHERTOK 
In 1946: friendships in Israel 


doctor’s degree at Harvard with a prize- 
winning thesis on these questions. 
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Government official. With the war, © 


Dr. Bunche went into the Office of Stra- 


tegic Services, supplying the Joint Chiefs 4 
of Staff with information on and analvses & 
of colonial areas, especially Africa and the 


Far East. He helped with preparations 
for the invasion of North Africa. In 1944, 
he was transferred to the State Depart- 
ment and by 1945 was acting chief of the 
Division of Dependent Area Affairs, the 
first Negro to become one of the Depart- 
ment’s “desk officers.” 

At the San Francisco Conference he 
was consulted frequently on trusteeship 
questions, U.N, Charter language on 
that point is partly his. He attended 
numerous international conferences in 
one capacity or another, In 1946, the De- 
partment “loaned” Dr. Bunche to the 
United Nations as Director of the Trus- 
teeship Division. 

This took him in the course of things to 


the Middle East and brought contacts | 


and friendships with such officials of 
Israel as Premier David Ben-Gurion and 
Foreign Minister Moshe Shertok. When 
U.N. appointed Count Folke Bernadotte 
mediator in the Near East, Dr, Bunche 
became head of his secretariat and his 
chief assistant, With the Count’s assassi- 
nation at Jerusalem last September, Dr. 
Bunche became acting mediator, the post 
which he still holds. 

Looking ahead. As soon as armistice 
arrangements are complete, Dr. Bunche 
plans to turn the Middle Eastern peace 
problem over to a new U. N. Palestine 
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. For a Conciliation Commission, which is to see \ 
. arvard, to perm nent peace arrangements in the Ny 
versity In B= fiddle East. The Commission already | 
es all © js touring the capitals of the area, in- | i 
anes > quiring «s to attitudes and prospects, but a 


d awards 
the prob. 
id of goy. 
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has insisted that Dr. Bunche continue 

with the preliminary work at Rhodes. 
When that job is done, Dr. Bunche 

hopes to go back to his post as U. N. 


When a Scotch is so fine as Old Smuggler, there is good reason for 
the saying, “Careful, don’t waste a drop.” The historic excellence 
of Old Smuggler dates back 71 years. It is composed and nurtured 
with patience and scruple—and distinguished by great softness and 
delicacy of flavour. 











ERTOK ——. CC W. A. TAYLOR & CO., N.Y. C. + Established 1888 + Sole Agents for U.S.A. 
ad RELAXING WITH BILLIARDS ; . 
These days: work around the clock BLENDED SCOTCH 
WHISKY + 86 PROOF 
a prize- 
a 4 Trusteeship Division Director and _ per- 
ei yf baps have an opportunity for more time 
a Sie | with Mrs. Bunche, who was one of his 


it Chiefs a students at Howard, and. their four chil- 

.© dren. He also hopes he can pay more at- 
tention to improving the social situation 
of the American Negro. 

Sometimes, he regrets that his ‘atten- 
tion to minority races around the world 
has diverted him from the cause of his 
group at home. He long ago got over 
being self-conscious about being a Negro. 
He treats the people whom he meets with 
a friendly courtesy and expects the same 
treatment in return. While not aggressive- 
ly race conscious, he is quietly devoted 
to the cause of his people. 

As for the Middle East, he knows 
only too well the difficulties that still lie 
ahead. He has no illusions about the pos- 
sibility ‘that trouble and individual acts 
of violence still may break out. But the 
guns have been silenced, the fighting ap- 
parently is over. The Middle East has 
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rials of gone a long way toward peace, and he 

‘on’and is grateful that he had a part in it. 

~ When 
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Bunche \s 
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ind his Atlas Corporation 

assassl- ag 

an Dr Dividend on Common Stock / 

er, LT NoTICE IS HEREBY GIVEN that a } , 

he post regular quarterly dividend of 40¢ per 
share has been declared on the Com- } yy y 
mon Stock of Atlas Corporation } 

‘mistice payable March 21, 1949, to holders BRAND 
of such stock of record at the close | 

Bunche of business February 28. 1949 

| peace Water A. PETERSON. Treasurer . 
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U.S. CAN PRODUCE THE OIL IT NEEDS 
AN INTERVIEW WITH REESE TAYLOR 


President, Union Oil Co. of California 


9 





EDITOR’S NOTE: Alarms are sounded that U. S. 
faces exhaustion of its oil resources. There are 
short-term worries about apparent shortages of 
oil, and of steel and other metals. 

Reese Taylor, president of the Union Oil Co. 
of California, was invited by the editors of U.S. 
News & World Report to come to our conference 
rooms to discuss the situation in oil and steel and 
to give his views on Government plans to allocate 
materials. 


Mr. Taylor’s company is carrying on extensive 
research in the extraction of oil from shale, of 
which this country has immense quantities. In 
World War II, as Chief of the Iron and Steel 
Branch of the War Production Board, Mr. Taylor 
devised the Controlled Materials Plan under 
which scarce materials were divided up. 

The interview with Mr. Taylor is one of a 
series with leaders in business, labor, agriculture, 
national and international affairs. 
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Q Is there a shortage or surplus of oil, Mr. Taylor? 

A If you are talking about the immediate future on 
a world-wide basis, there is a surplus of oil today and 
probably will be for some little time. If you are talking 
about the supply situation within the United States, 
I think with the possible exception of the Pacific 
Coast we have an ample supply for the immediate 
future. When we talk about importing on the Pacific 
Coast, it doesn’t make much difference if we talk 
about importing from Texas or importing from a 
foreign country because of the geographical situation. 
In all probability at some time within the next five 
years or possibly 10 years, oil will have to be imported 
into the Pacific Coast from some place. 

Q Why is that? 

A Because of the increased demand. At the moment 
you do not have the prospect of any materially in- 
creased supply. The supply right now is approximately 
equal to the demand— it might be slightly in excess— 
but, carrying that along to the future, with a continu- 
ally increasing demand and without much hope of 
materially increasing the supply, the picture would 
change. 

Q Your company is experimenting with extracting 
oil from Colorado shale. What are the prospects? 

A A very conservative estimate of oil that could be 
recovered from shale in Colorado is about 100,000,- 
000,000 barrels. It is probably much more than that. 
That compares with the reserves of crude oil in this 
country which are probably around 25,000,000,000 
barrels. So there is potentially four times as much oil 
to be recovered from shale as from crude in-the ground 
at a cost somewhat higher than the present cost. On 
the other hand, if you go on the assumption that the 
Pacific Coast is going to import oil from some place, 
we have done enough work in our own company in 
developing a process for extracting to prove that it is 
practical. We now make a jet fuel and a Diesel fuel, 


which is all in the laboratory. And the Diesel fuel 
meets the Navy specification for Diesels. 

Q Is this out of shale? 

A Yes. There are several steps. We have first to 
extract the oil from the shale and develop that process, 
which we are now doing, handling about 50 tons a day 
of shale and getting about 35 barrels or thereabouts of 


shale oil. Then we take that shale oil, using a coking ff 


and hydrogenation process and come out with Diesel 
fuel and jet fuel. A refinery would call it a coker 
distillate. You can stop right there with jet fuel and 
Diesel, or you can carry that out and it’s an ideal 
charging start for ordinary refinery operations. 

We have gotten that far. We‘have only a hazy idea 
at the moment of the economics of it. Certainly I 
think you could say this—in large quantities it very 
well might be the cheapest oil that can be imported 
into the Pacific Coast. 

Q It would be still cheaper if you can use the by- 
products of sulphur and nitrogen? 

A Oh, yes. 

Q What is the present price of crude oil per barrel? 

A The average price in California today is about 
$2.50. I don’t believe there is any outside place that 
can import oil in there for $2.50. 

Q What would synthetic cost? 

A Well this is guessing a little bit. You could prob- 
ably, figuring on a 100,000-barrel-a-day plant—which 
is the minimum size to get the right transportation 
costs—you could probably land the oil out there at 
about $4.50 a barrel. I have an idea that’s a high 
figure. Based on the knowledge we have today, I 
think it could be lower. 

Q You mean it is possible to supply this country’s 
needs with synthetic fuel if cost doesn’t have to be 
considered? 

A I am not so sure that the costs ultimately are 
going to be so very far out of line with the present-day 
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| costs, particularly if you are going to have to depend 










on faraway places, where you have large transporta- 
tion costs, such as the Middle East. 
Q If you have an Air Force to traverse the world, 


7 we can fuel it from the United States as a base? 


A Yes, I think ultimately the costs will not be out 


‘ of line compared to the cost of transporting oil from 
" areas a great distance away. 


Q On another subject, out of your experience in 


3 directing the wartime plan for controlling distribution 
© of scarce materials, do you think this type of plan 


could be used in peacetime, as is being suggested to 
Congress? 

A I don’t really think you can control materials in 
peacetime because, in the first place, how are you ever 
going to determine the relative priority, if you want 
to call it that, of one user as opposed to another user? 
It was hard enough during the war to determine 
whether steel should go into landing craft, for example, 


| or into Maritime Commission ships. 


If you get into peacetime control and allocation of 
materials, it seems to me you have an almost impos- 
sible task to perform: Is steel more needed by the 
oil industry or the automobile industry, or the building 
industry, or the air-conditioning industry? How can 
that be decided? 

Of course, I think that most of the present shortages 
are more apparent than they are real. You take steel 
pipe—which is the kind of steel that we buy. It has 
been very difficult to get this steel, but the fact is 
that I don’t know of anyone in the oil industry who 
has actually failed to drill a well because he didn’t 
get enough steel. There may have been some instances 
of black-market operations, but I think those are 
negligible in terms of the whole. 

I know in our own company we have had the pres- 
sure on all the time to get every foot of pipe we ¢ould, 
but we didn’t fail to drill a well because of lack of pipe. 
And I don’t believe any other company did. As a mat- 
ter of fact, we wound up 1948 with a bigger inventory 
of steel pipe than we started the year—not much more 
to be sure, but more. 

I think that there are undoubtedly a lot of orders 
for pipe which, in effect, are duplicate orders or pyr- 
amided orders. I think that same thing is true for 
most steel orders in most industries. I think, when 
all that shakes down, there is unlikely to be any great 
shortage of steel. 

Q What about the shortage of oil? 

A In the oil picture, the so-called shortage dis- 
appeared, you might say, overnight. The Bureau of 
Power and Light of Los Angeles, for example, thought 
they needed 4,500,000 barrels of fuel oil—now they 
decide they will need only 2,000,000 barrels. People 
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start talking in bigger terms than they actually want, 
just as an individual may place an order for three 
automobiles when he only wants one and he gets 
one and cancels the other two. 

Q Isn't it an amazing thing that steel, which sup- 
plied all of our war needs during the war and a good 
many of our nonwar needs, is increasing its capacity 
so as to take care of only our nonwar needs? 

A I think the shortage is merely a scare. I know a 
year or so ago in the oil industry there was an awful 
clamor and shouting for synthetic fuels, etc. They 
wanted to appropriate billions of dollars to build 
synthetic-oil plants. I was discussing this subject this 
morning, and while they are still interested as a long- 
range program—which they should be as a matter of 
emergency—there isn’t the hysteria today that there 
was a year ago. 

Q But, as you’ve pointed out, you are experimenting 
with synthetic fuels, aren’t you? 

A Oh, surely. There is no question but that some 
place down the line there is going to be a lot more 
oil discovered in the United States. But at some 
point down the line, too, we are either going to have 
to import large quantities of oil or develop oil 
synthetically. 

I think development of synthetic fuels may be 
by geographical areas. For example, you wouldn’t 


(Continued on page 38) 
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try to make oil out of shale in the East because the 
shale is of such poor quality and coal is abundant. 
It would be far better to use coal, whereas, in 
Colorado and Utah, where there is very good shale 
and also some coal, you wouldn’t think of using 
coal because the shale would be superior. 

If California and the Pacific Coast need to im- 
port oil to meet their demands, will shale oil be 
more economical to import or will oil from foreign 
countries be cheaper? It might be that on the West 
Coast shale oil would be the answer, and on the 
East Coast oil from the Middle East might be the 
answer. 

Those are things that are going to be determined 
by the demand and by the economics of the situa- 
tion. The significant thing is that the hysteria to go 
out and appropriate all these billions to do all these 
things is definitely subsiding and I think it’s a good 
thing that it has. 

On the other hand, I don’t think that develop- 
ment programs for synthetic products should be 
forgotten. They should be carried on in an intelli- 
gent way so that we can acquire all the know-how 
needed. I think some private industry, perhaps 
with Government assistance, could build small 
plants which in the event of emergency or necessity 
could very quickly be expanded with a minimum 
use of critical materials or critical labor. 

Q You are speaking of synthetic plants aren't 
yoy? 

A Yes. And I think it is all fine and dandy to 
have plans and methods worked out showing how 
you could expand the production of steel, where 
you would do it, and the most economic method— 
in the event it became necessary. But certainly I 
don’t think there is any need to get hysterical about 
it at this time and jump off the deep end and spend 
billions of dollars on increased steel capacity. 

Q Do you think industry is making too much 
money? What about taxing away more of the 
profits? 

A In our industry the only way we can spend 
$35,000,000 on a shale plant and $70,000,000 on 
increased refinery capacity is to get that capital 
out of profits. We can’t raise it from the public any 
more. 

Q Why can’t you do that? 

A Well, you don’t want to increase your debt 
because most of the corporations already have a 
debt that is too big. The market for equity capital 
is poor. In the absence of risk capital or venture 
capital, the only other place it can come from is 
the capital which business generates itself through 
profits. Now, if you take that away, all you are 
doing, it seems to me, over the long pull is decreas- 
ing the base on which the national income rests or 
the barrel out of which you are going to take a slice 
of these taxes. 

Q Do you think the present tax rates discourages 
venture capital? 

A Yes. It’s a little bit like a slot machine. If the 


odds are set so that it never pays off, nobody plays 
it. But if it pays off every now and then, it is 
played. 

We have cases in Louisiana where people say 
they can’t afford to lease their land to us to explore 
for oil. 

Q Why is that? 

A Well, the Government takes away much of the 
profit the individual may get. Then the discovery 
of oil would increase the value of their land on 
which they pay State taxes and other taxes so that, 
when a family gets all through, they figure they 
are better off to sit tight until sometime in the 
future when the tax picture changes. You have all 
sorts of transactions blocked because the tax take 
is too large. 

We have been interested in purchasing any num- 
ber of properties where we have come to complete 
agreement with the seller, but, by the time we get 
through, somebody, either the buyer or the seller, 
has to pay the tax—a tax that the property won’t 
stand—so no deal is made. In other words, present 
taxes slow up transactions, slow up business. High 
taxes also prevent people from investing venture 
capital. If they have to stand all the loss and get 
only a small part of any profit, there isn’t much 
incentive to risk capital. 

Q That isn’t so important in this period when 
everything is operating near capacity as it would 
be if things started to go down, is it? 

A Exactly. And it ultimately means, I think, 
that you have a declining national income and a 
rising Government budget. Ultimately you prob- 
ably get socialization. 

Q And, of course, if industry doesn’t have the 
money to do the financing there are a good many 
people advocating that the Government supply the 
money? 

A That’s right. 

Q The President’s Economic Report suggested 
that perhaps a good deal of the expansion that 
had to be done has been done and that in the next 
few years less of it will have to be done. Is that 
true? 

A I think it is true in a great many things, but, 
on the other hand, in many fields it isn’t so. In the 
chemical field, for example, which is connected with 
the oil industry, there is room for a tremendous 


amount of expansion. The difficulty is picking out - 


the things to do first. 

Q Could this situation be cured by different 
depreciation or depletion policy in our tax laws? 

A There have been a great many suggestions 
made along that line. I don’t think it would be wise 
to try and adopt a lot of new accounting principles. 
On the other hand, to the extent that corporations 
are having to reinvest large sums of money for re- 
placement, some credit should be given for the 
excess cost of replacement on the tax return. In 
other words, a lot of expenditures of this type are 
merely replacing things that are worn out. 
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=a extensive research on a problem of out- 








Special Report 





Dollar props, supplied by Gov- 
ernment, are to help most indus- 

) tries that find private business 

slackening. 

Rise in orders from Washing- 

2 ton means a bolstering of sales 

e for heavy industry, for construc- 
tion firms, air plants, almost 
everybody. 

Government spending offers a 
growing market in months ahead 
to offset a lagging trend in pri- 

| vate markets. 


If private business is to be bolstered 
in the year ahead, it is to be through 
the spending of billions in Government 
cash. Government buying from busi- 
ness, now rising sharply, is being 
looked to as the chief sustaining factor 
ina period of business uncertainty. 

Importance of this Government spend- 
ing for industry is shown in the table on 
this page. Business now has no com- 
parable customer. Big outlays by govern- 
ments—federal, State and __local—ac- 
counted for 68 per cent of the total rise 
in all national spending during 1948, and 





Federal Outlays to Business 
(Years ending June 30) 
——(Millions of Dollars) —~ 
1948 1949 1950 

Goods bought: Ent. Ee, 
Supplies, 

materials 3,767 3,76 3,899 
Aircraft tak” Let EGS 
Heavy equip- 

ment 1,068 1,501 L727 
Services bouglkit: 
Travel 248 298 329 
Freight, etc. 599 629 585 
Communications 62 63 55 
Rents, utilities 174 155 157 
Printing 40 43 46 
Other 1318 1,861 1,898 
Financing: 
Subsidies, grants, 
loans, interest 6,318 9,094 8,899 
Construction: 
Road building, 

structures, 

land 1,104. 2,177 -2,611 
Total 15,489 20,246 21,419 
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standing importance in National Affairs.) 


U.S. BUYING: PROP FOR BUSINESS 


More Dollars for Pay, Materials, Services 


are to rise further in 1949. The individual 
businessman, as a result, is to find that 
government buyers offer the one growing 
market for his goods and services at a 
time when private markets are begin- 
ning to lag. 

Where tax billions will go, in 
spending plans of the Federal Govern- 
ment for the period ahead, is shown in 
what follows. State and local govern- 
ment spending could. rise too, adding to 
the totals. But, in federal contracts alone, 
some industries may expect their Gov- 
ernment sales to be more than double 
last year’s levels. Others will find smaller 
increases. A few firms are to see their 
sales to Government.reduced. Industry 
by industry, the outlook for Government 
contracts available to businessmen is 
this: 

Construction firms are to get the big- 
gest single boost from federal spending 
in coming months. Outlays for new Gov- 
ernment buildings, for new roads and 
for the land involved are rising from a 
rate of $1,104,000,000 in fiscal 1948 to 
$2,177,000,000 in the current fiscal year. 
They are planned to rise again to $2,611,- 
000,000 as public building increases in 
the year beginning next July 1. 

Hospital construction under the Veter- 
ans’ Administration program, for ex- 
ample, is rising from a yearly rate of 
$84,000,000 in fiscal 1948, to $151,000,- 
000 now, toward an estimated $200,000,- 
000 for the year beginning in July. This 
is in spite of a 16,000-bed cutback in 
hospital-expansion plans. A similar in- 
crease is under way in construction of 
river and harbor facilities and in airport 
construction. 

Public housing and slum clearance ac- 
count for an even greater increase in 
federal orders to be placed with private 
firms. These programs, along with private- 
housing aids, paid builders $26,000,000 
last year, but account for $303,000,000 
in federal outlays being made this fiscal 
year, and for $345,000,000 in planned 
outlays for the coming fiscal year. 

Aircraft industry, despite a cutback 
in new orders likely to be placed next 
year, also is in for a steadily increasing 
share of Government dollars, Federal 
payments for new aircraft and related 
equipment are set to rise from $791.,- 
000,000 last year to $1,157,000,000 for 
the current fiscal year, and to $1,718,- 
000,000 in the year starting next July. 
This is assured by commitments made 


by Congress in 1948. It is to provide a 
guaranteed market for new planes at a 
time when private orders for large air- 
craft have slowed nearly to a stop. 
Heavy industry, too, is to find a larger 
share of its production underwritten by 
Government orders. Military buying ac- 
counts for most of this increase. Outlays 
for trucks, tanks, ships, ordnance and 
other heavy equipment are set to rise 
from $1,068,000,000 last year to $1,727,- 
000,000 in the fiscal year ahead. Army 
buyers alone plan to increase their spend- 
ing for this equipment from a current 
yearly rate of $185,000,000 to a rate of 
$413,000,000 after July 1. Principal non- 
military buyers are to be the Atomic 


Energy Commission, and merchant- 
marine, flood-control and reclamation 
groups. ‘ 


Railroads, air lines, other transporta- 
tion concerns are to get more business 
from the Government in the year ahead, 
even though Government freight is to 
decline somewhat. Federal spending for 
travel, mostly by military personnel, is 
rising gradually from $248,000,000 last 
year toward a planned $329,000,000 next 
year. Freight outlays, meanwhile, are 
declining from this year’s peacetime high 
of $629,000,000 to an estimated $585,- 
000,000 for the year beginning in July. 

Mineral firms, miners, dealers and 
importers, are to find an expanded market 
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For many industries, Government buying can be the sustaining factor 


for strategic raw materials to be stock- 
piled by Government. Federal buying for 
stockpiles, which amounted to $99,000,- 
000 in fiscal 1948, is being stepped up to 
a current rate of $350,000,000 yearly. 
That rate of U.S. buying is to be in- 
creased again to $525,000,000 after mid- 
year. Then, if present goals are kept, a 
backlog of $1,400,000,000 still will be 
available for stockpiling in later years, 
assuring a continuing market for strategic 
raw materials. 

Light industry, firms producing uni- 
form paper, processed food, gasoline, 
typewriters, thousands of other items of 
supply, is to get a moderate increase in 
Government orders in coming months. 
This federal buying, already running at 
$3,768,000,000 a year, stands to rise to 


40 


a level of $3,899,000,000 for the year 
beginning on July 1. 

Military spending for supplies and 
materials accounts for most of these 
orders, all of the increase. The planned 
armed-forces budget earmarks $2,546,- 
000,000 for such purchases next year, 
compared with about $1,997,000,000 be- 
ing spent with light industry this year. 
New orders, under this budget, are to 
be placed largely by the Army, with no 
increase provided in Air Force and Navy 
orders, 

Communications firms, in contrast to 
these suppliers, are to get less Govern- 
ment business in the year ahead. Federal 
purchases of such equipment and service 
rose somewhat from $62,000,000 to $63,- 
000.000 a year in fiscal 1949, but are 


Se 


set to decline to a rate of $55,000,000 
the coming fiscal year. 

Exporters, with private business drop 
ping off sharply, may count on U.§ 
foreign-aid grants to underwrite billion § 
in export shipments in the year to com 
These grants are to pay for $5,077,000. 
000 in American shipments abroad fy 
the year beginning July 1, as plans ax 
shaped now, or $22,000,000 more tha 
current rate of U.S. foreign aid. 

Retailers, over all, are to find demand 
for their goods maintained, in part, } 
a growing federal pay roll. Purchasing 


power of federal employes—the Goven. 
ment’s yearly pay roll—is to rise fron § 


$7,862,000,000 now to $8,928,000,00 
for the year beginning July 1. In addition 


employes of Government corporation {i 


and the post-office system are to be paid 
$1,500,000,000 during that year, mos 
of which will be spent with industry 
through retailers, bringing the total pa 
roll to $10,428,000,000. This $10,428, 
000,000 in purchasing power exceeds the 
aggregate pay roll of all employes of th 
whole nondurable-goods manufacturing 
industry in 1948. Moreover, it is likeh 
to go up, not down, in the event of busi. 
ness recession. 

Payments to veterans add to this pur 
chasing power to be disbursed by the 
Federal Government, with a $2,000,000, 
000 shot in the arm for business sched: 
uled in the second half, 1949. These 
extra billions are to be in the form of a 
special life-insurance dividend for World 
War II veterans. They will more than 
offset the planned decline in othe 
veterans’ payments, from $5,794,000,000 
to $5,581,000,000 in the year ahead. 

Effect of this federal spending on the 
individual businessman, in many cases, 
is likely to mean the difference between 
profit and loss if the private demand for 
goods eases off, as expected, in the com- 
ing 16 months. Federal dollars to be 
spent with light industry are to serve as 
a prop for the output of thousands of 
other firms. Pay-roll dollars, in turn, are 
to bolster demand for retail goods, will 
tend to prevent a serious slackening df 
that demand even in the event of 3 
marked business downturn. Dollars to 
be paid directly to business, in all, are 
rising from a level of $15,489,000,000 in 
the last fiscal year to a yearly rate of 
about $20,246,000 now, toward $21; 
419,000,000 next year. 

Outlook, at this time, is that the rise 
in Government spending will more than 
offset the decline in private spending in 
the months just ahead. What will happen 
after midyear, when the increase in 
federal outlays slows somewhat, then 
will depend on how sharply spending by 
private industry and private individuals 
is reduced. Private spending definitely is 
in a declining trend at this time. 
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Labor efficiency, now rising, is 
expected to go higher as buyers’ 
morket returns. It is not to be as 
easy for employers to pass in- 
creased costs on to consumers. 

Wages will stay near present 
levels in 1949, in face of rising 
unemployment and lower living 
costs. Labor turnover also will 
decline. 


Employers, facing return of a buy- 
ers market, can expect these changes 
affecting their labor forces to occur in 
the months ahead: 

Productivity of labor is. likely to 
increase, 

Wages, generally, are expected to 
remain close to present levels. 

Job shifting will decline. Workers 
will be more anxious to hang on to 
present jobs, 

Labor hoarding will disappear, 
with the result that many inefficient 
workers will be weeded out, 

Unemployment, now well above a 
year ago, may go still higher. 

Output per man-hour is expected 
to rise because of more efficient produc- 
tion methods and more interest by work- 
ers in their jobs. 

Productivity already is showing an in- 
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AUTO WORKERS’ WALTER REUTHER 
Insure the workers? 


Reg. U.S. Pat. Off. 





HARDER SALES: BETTER WORKERS 


Buyers’ Market Expected to Raise Efficiency 


crease in nondurable goods. It is rising 
slightly in durable goods also, though still 
lagging behind the prewar rate. In the 
durable-goods industries, the rate of rise 
is expected to grow because of plant-ex- 
pansion and re-equipment programs. 

Producers, in the past, have been able 
to pass higher costs to consumers. In a 
buyers’ market, they will have to increase 
efficiency of their plants or be priced out 
of the market by competitors. Inefficient 
workers, where seniority practices do not 
interfere, will have to give way in many 
plants to the more efficient. 

Durable-goods industries, such as steel 
and autos, showed a slight improvement 
in output per man-hour in 1948 over 
1947. The 1948 rate was 91.1 per cent 
of 1939. In 1947, the comparable rate 
was 90.4 per cent. 

Soft-goods industries, such as textiles 
and clothing, on the other hand, for 
some time have been operating more 
efficiently than in 1939. Output per man- 
hour rose in 1948 to 112.8 per cent of 
1939, compared with a rate of 108 per 
cent in 1947. 

Labor costs per unit of product thus 
are likely to decline where employers can 
avoid major increases in wages or wel- 
fare-plan expenses. Clothing and textile 


‘ industries are granting no pay raises this 


year. Many other industries are expected 
to follow suit as contracts are negotiated 
in the next few months. 

Wage demands are not being pushed 





~Acme 


by unions in a number of industries. For 
example, CIO seamen are being told by 
their president, Joseph Curran, that a 
frank appraisal shows that “with the 
exception of some ratings where inequi- 
ties exist, we have very nearly reached 
the peak in wages—in over-all wages.” 

He adds: “With the propaganda pow 
being circulated throughout the country 
that the cost of living is beginning to 
decline, wages will become increasingly 
difficult to discuss.” 

Instead, Mr. Curran plans to try to 
force shipping lines to hire more em- 
ployes for certain jobs on the ships, to 
offset growing unemployment in the in- 
dustry. 

Welfare demands are being put ahead 
of wages by many unions. Walter P. 
Reuther, president of CIO’s United Auto 
Workers, for example, is demanding that 
auto firms finance a broad pension and 
health-insurance program. He wants pen- 
sions of $100 a month for retired auto 
workers, age 60 or over, where they have 
25 years of service. This would be on top 
of federal old-age pensions. 

Employers are expected to resist union 
demands for sizable welfare programs 
that will add to labor costs at a time when 
it is hard to pass the increases on to con- 
sumers, They also will resist demands in 
most cases. This will cause some strikes, 
be’ an epidemic is not expected. 

Layoffs of workers are at the highest 
rate since the war, At the same time, 
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SEAMEN’S JOSEPH CURRAN 
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SENATOR MORSE 
To prevent ‘‘closed shop’‘ abuses ... 


fewer workers are quitting their jobs. 
Latest reports of the Bureau of Labor 
Statistics show the layoff rate increased 
sharply to 22 per 1,000 employes during 
December. The rate was 14 per 1,000 in 
November. This rise was higher than the 
usual seasonal increase, and the rate was 
highest for any December since 1939. 

Highest rate of layoffs appeared in the 
stove and heating-equipment industry. 
Other industries showing significant lay- 
offs included stamped and enamelware, 
gray-iron castings, hardware, heating ap- 
paratus, glass, furniture, rubber, and 
men’s and boys’ furnishings. 

While the layoff rate was rising, the 
number of workers quitting their jobs 
dropped from 22 per 1,000 in November 
to 17 per 1,000 in December. 

Hiring at the same time is declining. 
In December, the hiring rate dropped 
below the comparable period in 1939 for 
the fifth successive month, The rate was 
26 hirings per 1,000 employes, compared 
with a rate of 39 per 1,000 in November. 
Indications are that industry is catching 
up with postwar backlogs of orders in 
many cases, resulting in curtailed produc- 
tion and employment. 

Unemployment is expected to con- 
tinue to increase during the year. Latest 
count shows about 2,650,000 persons 
out of jobs, while the number of persons 
employed stands at 57,500,000. The un- 
employment situation is causing some 
alarm in Congress. The House has ap- 
proved a deficiency appropriation of 
$10,000,000 in added grants to the States 
for unemployment compensation and for 
operation of State employment agencies. 
Continuing claims for unemployment 
compensation totaled 1,783,000 for the 
week ended February 12, an increase of 
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76,000 in one week and 748,000 above a 
year ago. 

This growing list of jobless, even 
though far below prewar. levels, is a 
major factor in the changes that are tak- 
ing place in the labor market. Easygoing 
employment practices of the last few 
years now are disappearing. 


COMPROMISE PLAN 
FOR ‘CLOSED SHOP’ 


A compromise formula for restoring the 
“closed shop,” now barred by federal 
law, is taking shape in Congress. Sup- 
port is appearing for a proposal that 
would permit this type of contract, but 
with restrictions against abuses of union 
power over jobs. Union leaders object to 





placing any limitations on the “closed* 
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SENATOR IVES 
... should the law be specific? 


shop,” but probably will be forced to ac- 
cept some regulation of such agreements. 

Under a “closed shop” agreement, an 
employer must hire only union members, 
who, in turn, must remain members in 
good standing as a condition of employ- 
ment. An employe not only must pay his 
union dues each month, but he may be 
fired if he is ousted from the union for 
violation of union rules. 

To end abuses that have been re- 
ported under the “closed shop,” sev- 
eral Republican Senators are proposing 
amendments that would give the National 
Labor Relations Board the authority to 
prevent unfair practices of this sort. 
Leaders in the Republican compromise 
move include Senators Morse, of Oregon, 
and Ives, of New York. 

Union practices that are being re- 
ported to the Senators and that probably 


will be restricted in some way, if the 
proposals carry, include the following: 

Excessive initiation fees sometimes) * 
are charged by unions to prevent newe 
workers from getting jobs where hiring 
is under a “closed shop” contract. Sena. 
tors have stated that they have received 
reports of fees as high as $1,500. 

Membership limitations of othe) 
kinds also were enforced by some union J 
under the old Wagner Act, according ty ¥ 
complaints. One union was accused of re 
fusing to take in any new members ex. 
cept the sons of those already in the! 
union. 

Apprentices in training for a skilled 
trade sometimes are limited in number to 
a percentage of the craftsmen already in) 
the trade. This percentage can be varied J 
to prevent a surplus of workers and short- 
er work weeks or unemployment. New 
workers in some trades cannot get jobs 
until they have gone through the ap- 
prentice courses. 

The hiring hall, operated by the 
union, controls job opportunities in sev- 
eral industries, such as shipping and 
building construction. One complaint 
mentioned in Senate Labor Committee 
hearings was that seamen who had been 
discharged for violating company rules 
sometimes were sent back to the same 
ships by the union hiring hall. 

Coercing employers into signing a 
“closed shop” agreement when the union 
has only a few or possibly no members 
in the plant has been mentioned as an 
abuse that some Senators hope to correct. 

Unjust discharges of workers also 
would be prevented, if these proposals 
are enacted into law. The idea is to pre- 
vent a union leader from punishing po- 
litical opponents in his organization by 
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ousting them from membership and then 
demanding that the employer fire them 
for failure to maintain their memberships. 

A contrary view is taken by labor 
leaders. AFL President William Green, 
for example, urged the Senate Labor 
Committee to restore the “closed shop” 
and “union shop”: without restrictions. In 
answer to complaints of reported abuses 
of union power, Mr. Green said that 
these practices could be corrected by 
union leaders and employers without the 
help of the NLRB. He denied that the 
practices are widespread. CIO officials 
also are requesting that no restrictions be 
imposed, But several members of the 
Committee indicated that they want to 
see some curbs placed on unions that get 
monopolies over jobs. 


HURDLES FACING 
MINIMUM-PAY RISE 


The Truman Administration apparent- 
ly is not going to get all it wants in the 
way of minimum-pay legislation. Opposi- 
tion showing up in Congress indicates a 
major setback for Administration pro- 
posals to amend the Wage-Hour Act. 

What is in prospect, according to 
present indications, is a bill containing 
few, if any, of the recommendations car- 
ried to Congress by Labor Secretary 
Maurice J. Tobin in behalf of the Admin- 
istration. 

The minimum-wage level finally ap- 
proved by Congress probably will be well 
below the figures originally proposed by 
Mr. Tobin. 





vote for a minimum of 60 or 65 cents an 
hour, in place of the present 40-cent 
floor. 


Mr. Tobin suggested a 75-cent 
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SECRETARY TOBIN 
For his aims, a setback? 
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The House is expected to’ 


minimum, with provision for higher mini- 
mums for specific industries up to $1 an 
hour, if approved by industry committees 
to be set up by the Secretary. 

The Senate may agree to a figure 
slightly higher than the House proposal, 
but the final bill would be a compromise 
reached in a conference committee. The 
figure is not expected to come up to the 
Administration’s 75-cent goal. 

A sliding scale of minimum wages 
may be included, to raise the legal level 
if the cost of living increases in the next 
few years. However, little support is in- 
dicated for Administration proposals that 
the minimum be raised to $1 in some 
industries. 

Coverage of the Wage-Hour Act 
probably will be extended to few addi- 
tional industries, if any. The Administra- 
tion bill would have added about 5,000,- 
000 workers to the 22,600,000 now pro- 
tected by the regulations. Congress is 
expected to reject most of these pro- 
posals, if not all of them. 

Additional powers for the Secretary 
of Labor, as recommended by the Ad- 
ministration, also may be rejected by 
Congress. The Administration wanted to 
give the Secretary policy-making powers 
now held by the Wage-Hour Adminis- 
trator. 

Many members of Congress favor lim- 
iting the changes in the Wage-Hour Act 
to a simple increase in the minimum- 
wage level, without all the additional 
proposals in the bill. Republican leaders 
have indicated that they will go along 
on a move to raise the present 40-cent 
minimum, but they objected to the at- 
tempts to bring various new industries 
under the law. 

Southern Democrats, in many cases, 
are expected to co-operate with Repub- 
licans in blocking Administration pro- 
posals when the showdown votes come on 
the floor of the House and Senate. Any 
upward revision in the minimum wage 
will be felt more in the South than in 
Northern plants. Likewise, proposals to 
bring new industries under the wage-and- 
hour regulations probably would affect 
more employers in the South than in 
other sections. 

Opposition voiced in the House Labor 
Committee to many sections of the Ad- 
ministration bill was the first real tip-off 
of serious trouble for the bill. Labor 
leaders had expected that the Administra- 
tion could force its own bill out of this 
Committee without major changes. The 
House Labor Committee, when Demo- 
crats had control in the past, usually 
could be counted upon to push through 
Administration labor measures without 
much difficulty. 

Present indications are that other Ad- 
ministration labor proposals also face 
rough going in the Committee. 

































when it’s Spring 


_ that counts 


Fabricators of products employ- 
ing high carbon spring steel must 
make certain that they always 


achieve and maintain 


just the 


right spring quality in their hard- 
ening and tempering operations. 


That’s where CMP comes 


in. 


For CMP annealed spring steel, 
another Thinsteel product, offers 
the unvarying accuracy to speci- 
fications in coil after coil that 


provides the answer. 


Leaders 


in precision strip rolling and 
processing advancements, CMP 
assures: 


1. 


- 2 N 


5. 


Chemistry held within range 
for best heat treatment re- 
sponse, 

Width and gauge accurate 
to closest tolerances. 
Annealing controlled for 
ideal spheroidization. 
Decarburization held to ab- 
solute minimum. 

Physicals uniform through- 
out every shipment. 


For information on this or other 
Thinsteel products, write 
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Inflation, waning, still is re- 
garded as a threat by Federal 
Reserve Board. That is behind re- 
quest for new money controls. 

Board wants power to raise 
bank reserves, apply other con- 
trols quickly if money inflation 
breaks out again. 

Bankers, many Congressmen 
oppose the plan. Feeling is that 
inflation is wearing out, that 
more controls now are hazardous. 


At a time when money inflation ap- 
pears to be halting, the Federal Re- 
serve Board goes to Congress seeking 
new and broader powers to control the 
expansion of bank credit and deposits. 

Point is that FRB, like President Tru- 
man, thinks inflation is still a danger. 
Congress, just now, is more concerned 
about deflation. Bankers dislike the idea 
of more controls. FRB is going to have 
trouble selling its plan. 

What FRB wants is stand-by power 
to do these things: 


MORE CONTROLS OVER MONEY? 


Fear of Further Inflation Back of FRB Request 


Raise reserves required of banks 
—in other words, force banks to tie 
up more money in reserves against 
deposits, thus leaving less money to 
lend. 

Extend new controls to cover 
not only the 7,000 banks that are 
members of the Federal Reserve 
System, but also about 7,000 addi- 
tional banks that are not members. 
A similar plan, affecting member banks 

only, was submitted to Congress last 
August by Thomas B. McCabe, FRB 
Chairman, At that time, banks were 
pouring out money in loans, feeding in- 
flation. Even so, Congress whittled the 
program down. 

Now credit is tightening up. Bankers, 
more and more, are hesitating to make 
new loans, The Government, through the 
Reconstruction Finance Corp., is being 
called on for more loans to business. In 
this setting, even though Mr. McCabe 
assures Congress the powers he asks will 
not be used unless necessary, the odds at 
the moment are running strongly against 
the new control plan. 

Nevertheless, it is well to examine the 
proposal in some detail. It has the full 
backing of the Truman Administration. 
Some influential Democrats in Congress 
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FRB CHAIRMAN McCABE 
... selling the plan to Congress may be difficult 
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are for it. If inflation picks up again, its 
chances of enactment will improve. 

Reserve requirements actually will 
drop on June 30, 1949, unless Congress 
takes action to prevent it. That is the ex- 
piration date of the act of last August, 
under which FRB was authorized to 
make a temporary increase in require- 
ments, 

The authority FRB got then was to 
raise the required reserves of all member 
banks by four percentage points on de- 
mand deposits and by one and one-half 
percentage points on time deposits. It has 
used the full amount of that authority on 
time deposits. Requirements on demand 
deposits have been raised by two percent- 
age points. 

If the act were allowed to expire, the 
amount that member banks are required 
to put up with Federal Reserve banks as 
reserves against deposits would drop by 
about $2,000,000,000. Banks then could 
make new loans that would have the ef- 
fect of raising customers’ deposits by 
about $12,000,000,000. 

FRB is asking for renewal of the 
August act. But, instead of the relatively 
mild increases authorized in that act, the 
Board seeks power to raise requirements 
by 10 percentage points on demand de- 
posits and four points on time deposits. 
Member banks alone then could be 
called upon for about $8,000,000,000 in 
additional reserves. Nonmember banks, 
not yet subjected to any of the increase 
voted in August, could be required to put 
up around $1,500,000,000. 

For member banks, which hold about 
85 per cent of total deposits, the effect 
could be this: 

In two cities, New York and Chicago, 
member banks now are required to put 
up 26 per cent against time deposits. 
That can still be raised, under existing 
law, to 30 per cent. Under FRB’s new 
plan, the requirement could go up to 36 
per cent. On time deposits, the reserve, 
now at the 7% per cent authorized by 

law, could rise to 10 per cent. 

In other big cities, requirements now 
stand at 22 per cent on demand deposits 
and 7% per cent on time deposits. They 
could rise, under the FRB plan, to 30 
per cent and 10 per cent. 

Elsewhere, member banks’ require- 
ments, now 16 per cent on demand and 
7% per cent on time deposits, could be 
raised to 24 per cent and 10 per cent. 

FRB view, as explained by Mr. Mc- 
Cabe before the Joint Economic Com- 
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SENATOR O‘’MAHONEY 
. convinced 





mittee, is that the Board should have 
ample power to use against either in- 
flation or deflation. He insists the addi- 
tional power is needed to guard against 
a possible new round of inflationary lend- 
ing by banks. In this view, he apparently 
won the support of Senator Joseph C. 
O'Mahoney (Dem.), of Wyoming, chair- 
man of the Joint Committee. 

Mr. McCabe assured Congress that the 
power he asks would not be used to force 
banks to call in outstanding loans, but 
merely to guard against excessive future 
lending. He pointed out that there is no 
danger of banks getting strapped for 
cash, as they hold about $60,000,000,000 
worth of federal securities that could 
readily be sold to raise money. 

Bankers’ view is that the bank- 
credit situation is taking care of itself, 
and that FRB does not need any new 
whip to hold over their heads. This 
argument is being advanced by the 
American Bankers Association. It also is 
being advanced by FRB’s own Federal 
Advisory Council of 12 leading bankers, 
headed by Edward E. Brown, of Chica- 
go. Mr. Brown told Congress that he 
wants to testify later in opposition to 
the FRB plan. 

As proof that money inflation is not 
what it was, bankers are pointing out that 
loans, deposits and currency in circula- 
tion are turning down more sharply than 
is normal at this season, Big-city banks, 
the ones that make weekly reports to 
FRB, show that outstanding business 
loans are off $320,000,000 since Christ- 
mas. These same banks report that de- 
mand deposits are down $1,200,000,000. 
Money in circulation has dropped more 
than $1,000,000,000. 

In this situation, they contend FRB 
has no reason to ask for more power. They 
argue that additional power, so long as 
FRB holds it, is a threat, makes it hard 
for banks to measure their cash needs. 
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EDWARD E. BROWN 
. . . dubious 


Nonmember banks, whose reserve 
requirements now are set by State law, 
resist the idea of giving FRB authority 
to raise those requirements. 

Mr. McCabe argues it is unfair to call 
on member banks for additional re- 
serves without putting some extra bur- 
den on nonmember competitors. He re- 
ports that some member banks, especially 
the smaller ones, already are complain- 
ing because they are at a disadvantage 
on reserve requirements. What he asks is 
authority to apply the 10 per cent and 4 
per cent increase to all banks with feder- 
al deposit insurance. They make up about 
95 per cent of commercial banks and hold 


. 98 per cent of all deposits. 


On the other side, the argument is that 
federal jurisdiction should not be ex- 
tended to cover banks now subject to 
State law. That, it is asserted, would 
tend to destroy this country’s dual bank- 
ing system. This argument finds wide 
support in Congress. The odds now ap- 
pear to be against including non-member 
banks in any new credit-control plan. 

In the end, Congress is likely to vote 
no more:than a renewal of the additional 
authority over bank reserves that became 
law last August. 

Under that act, FRB still has the power 
to raise reserve requirements of member 
banks a little more—four percentage 
points on demand deposits in New York 
and Chicago, two percentage points else- 
where. Even that mild power, unless in- 
flation takes another unexpected spurt, 
is not likely to be used. 

In fact, Mr. McCabe assured the Joint 
Committee that the Board would be 
prepared at all times to relax credit re- 
straints, thus making money more plenti- 
ful, if deflation were to become a prob- 
lem. Such measures, presumably, would 
include reducing reserve requirements. 
Neither Congress nor FRB wants to take 
chances on hastening the boom’s end. 
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Pittsburgh is at the center of 

the largest and wealthiest mar- 

ket in the United States. The 

*‘Northeast Quadrant’”’ con- 

tains more than half the 

population, three-fifths of the 

retail trade and almost two- 

thirds of its income. The 

farthest point in this quadrant 

is only an overnight train ride 

from Pittsburgh, or about 

three hours by air. 
Peoples First National, with 

its 15 completely staffed offices, 

is in excellent position to serve 

your banking needs if you plan 

to locate your business or ex- 

pand your present operations 

in Pittsburgh. Your inquiries 

will be welcomed. 
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We've Been Aske 


ABOUT -SPLIT-INCOME SAVING FOR FAMILIES 


The time is near when individuals 
must do some serious thinking about 
federal income taxes. On March 15, a 
final return is due on 1948 income if that 
return has not been filed earlier. March 
15, too, is the deadline for the first esti- 
mate of 1949 income that must be made 
by many taxpayers. 

This year the married individual out- 
side of community-property States is hav- 
ing his first experience with splitting of 
income for tax purposes. Income splitting 
calls for a change in method of calculat- 
ing the tax for those who use Form 1040. 
The change is rather simple, but the tax- 
payer wants to be aware of it. Part of 
the form, as altered, is reproduced on 
this page to give a simple illustration of 
the way the tax is figured. 

Splitting of income is to result in sub- 
stantial tax savings for many persons with 
net incomes above $10,000. The savings 
start with couples having income of 
$3,600 and no dependents. 

Essentially, what is done is to figure the 
tax on half of the net taxable income, 
then to multiply this figure by two, to 
get the total tax. The saving comes from 
the lower surtax rate on the divided 
income, 


Who can split income for tax pur- 
poses? 
Married persons, with a few exceptions, 
can split income for tax purposes with 
wives or husbands. They do not have to 
live together to file a joint return split- 
ting income. But this cannot be done if 
they were divorced or legally separated 
on or before December 31. Also, a joint 
return cannot be made if either ‘a hus- 
band or a wife is an alien living outside 


the U.S. 


Is there a real tax saving? 

There definitely is for many persons. 
Take the couple in the example shown on 
this page. Their income of $10,000 is all 
earned by the husband. There are two 
dependents and deductions amount to 
$1,000. By filing a joint return, the tax 
comes to $1,167.36, If income had not 
been split, the tax would have been 
$167.84 more. In a similar case, with an 
income of $15,000 and deductions of 
$1,000, a saving of $576 would result 
from a joint return. At a $25,000 income 
level, the saving would be $2,015. 


What if a couple is married only part 
of the year? 

If a husband and wife were married on 
December 31, they can split income for 
the entire year by filing a joint return. If 
one of them passed away in 1948, or 
since, a joint return still can be filed, 
provided the survivor did not remarry 
in 1948. The survivor can make the joint 
return, but it must be signed by an 
executor or administrator, if one has 
been named. 


Does income splitting always save 
taxes? 
Not always. But, in the majority of cases, 
income splitting on joint returns results 
in a lower tax. Where the incomes of 
both husband and wife are about equal, 
there would be little if any tax saving. 
Sometime there might be a tax advantage 
from filing separate returns. This might 
be the case where both have capital losses 
from the sale of assets or a capital-loss 
carry-over from previous years, Or tax 
saving might result where both husband 
and wife have income and have paid 
large medical bills. Where there is doubt, 


it is better to figure the tax on bot 
joint and separate returns, and then ug 
the one showing the smaller combine 
tax. 


What if a wife has income toc 
Should that be included on a joi 
return? 

Yes. Where both husband and wife ha 

income, this is lumped together in 

joint return before the tax is figured @ 
the basis of one half of the combineg 
income. 


Is a joint return optional? i 
Yes. A husband and wife can use eithef 
a joint return or separate returns. Bug 
they must file a joint return if they ar@ 
to get advantage of income splitting. (I 
some community-property States, the fu 
benefit of income splitting can be ob 
tained by use of separate returns. ) 
husband and wife also can use the short 
tax Form 1040A jointly if their combined 
income is less than $5,000 and mostly i 
the form of wages subject to withholding, 
When filing a joint return, both husband 
and wife must sign it. The check for re 
fund, if a refund is due, is made out to 
both, 


How about estimating 1949 income 
Husbands and wives also must estimate 
their 1949 incomes jointly and file joint 
tax declarations by March 15 if they are 
to take advantage of income splitting at 
that time. Or they can make separate 
estimates, without splitting income, if 
they prefer. A year from now they can 
file joint or separate final returns, regard 
less of whether this year’s tax declara 
tion is made on the basis of joint or 
separate estimates of income. 








1, Enter amount shown in item 6, page 1. This is your Adjusted Gross Income. 


2. Enter DEDUCTIONS Cif deductions are itemized above, enter the total of such deductions, if adjusted gross income (line !,, 
above) is $5,000 or more and deductions are not itemized, enter the standard deduction of $1,000 or 1O percent of line 1, 
above, whichever is the lesser, or $500 if this is the separate return of a married person) 








3. Subtract line 2 from line 1. Enter the difference here. This is your Net Income 
4. Multiply $600 by total number of exemptions claimed in item 1, page 1. Enter total here. 
5. Subtract line 4 from line 3. Enter difference here. 











Lines 6, 7, and 8 should be filled In ONLY by a single person or a married person making a separate return 


6. Use the tax rates shown in Instructions to figure your tentative tax on amount shown in line 5 Cif item 3, above, includes 





artially tax-exempr interest, see Instructions). Enter the tentative tax here 


7. If line 6 is (2) not over $400, enter 17% of amount on line 6 
6) over $400 but not over $100,000, enter $68 plus 12% of the excess over $400 

(¢) over $100,000, enter $12,020 plus 9.75% of the excess over $100,000 
8. Subtract line 7 from line 6. Enter the difference here. This is your combined normal tax and surtax. 

















Lines 9 to 13 should be filled In ONLY If this Is a Joint return of husband and wife 


9. Enter here one-half of amount on line 5, above 
10. Use the tax rates shown in Instructions.to figure your tenative tax on amount shown in line 9 Cif item 3, above, includes 
artially tax-exempt interest, see Instructions) Enter the tentative tax here 

11. If line 10 is (4) not over $400, enter 17% of amount on line 10_- 
(6) over $400 but not over $100,000, enter $68 plus 12% of the excess over $400 

















(c) over $100,000, enter $12,020 plus 9.75% of the excess over $100,000 
12. Subtract line 11 from line 10. Enter the difference here. 

















13. Multiply amount on line 12 by 2._Enter this tax here. This is your combined normal tax and surtax 
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Trend of American Business 











24th and N Streets, N.W. 
Washington, D. C. 


Businessmen are likely to be facing different problems in months ahead. 
Costs and how to keep them down very probably will be in the forefront. 
Selling prices and how to lower them will be a problem for most concerns. 
Sales volume and how to keep it up will be bothering more executives. 
These problems haven't confronted most managements for seven years or So. 
To many executives, familiar only with war and postwar conditions, they will be 
entirely new. But they will have to be solved. What's involved, really, isa 
shift from a sellers’ to a buyers' market as Supply overtakes consumer demand. 











To get an idea of how sharp that shift is, take a look at past problems. 
Production has been the major headache since war ended. Managements in 
nearly every field have been trying to get ‘out more volume. Now production is 
no longer a problem. Cutbacks are the order of the day, not speed-ups. 
Material Supplies have been a problem from the producer to the retailer. 
Now there is less and less difficulty in obtaining materials that are wanted. 
Costs were no object until recently. Producers seldom balked at raising 
wages, paying overtime, offering premium prices for supplies. What they wanted 
most was to keep production lines rolling, almost without regard.for expense. 
Prices were no problem, either. Buyers paid whatever amount was charged. 





Now the emphasis is changing fast. It's not more production, but cheaper 
production that's wanted in most lines of activity. Efficiency is to be the 
watchword in days ahead. Emphasis on efficiency promises a number of changes. 


Workers almost certainly will find it harder to get wage raises and to keep 
their jobS. There's no great demand any longer for full working forces. 

Purchasing agents will be under pressure to get the best buys, not just to 
get any supplies at all. They will watch prices, freight and handling costs. 

Cost accountants may get more attention than production managers. 

Sales managers will. be under pressure to make sales, not just take orders. 

Competition, in other words, is returning. The near future promises more 
competition for jobs and sales, and in selling prices. Buyers are to be wooed. 











The new em. iasis on costs is affecting the outlook for business expansion. 

Construction costs are getting a closer examination from most builders. 

Construction work in most areas is back on a 40-hour-week basis. Last year 
a 70-hour week was not uncommon on industrial projects.as builders pressed for 
rapid completions. Now owners refuse to pay overtime premiums. They won't pay 
gray-market prices for materials, either, or premiums for fast deliveries. 

The turn in this attitude came last August, say planning engineers. A re- 
turn to the 40-hour week in industrial building reduces costs, but it also 
lengthens the time required to complete projects. What was planned to be built 
in six months or a year may take a year, or two years, to be completed. 








This development leads private engineers to think that official estimates 
of plant and equipment outlays for 1949 will be considerably exaggerated. They 
think that actual execution of building plans in 1949 may be as much as 30 per 
cent below announced plans. Last year, business spent $18,840,000,000 on new 
plant and equipment. That contributed greatly to the boom. Cutbacks in this 


(over) 
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TREND OF AMERICAN BUSINESS--(Continued) 


year, if they are as large as private estimates, could hit the boom rather hard. 


Chemical-industry expansion is expected by private appraisers to slow the 
most, particularly plastics. Plastics industry has expanded heavily since 1945. 
Now there's a reported tendency to slow dowh, pay off debt, examine markets. 

Gulf Coast area is likely to be affected most sharply by this attitude. Ex- 
pansion plans there, once made for one to two years, may stretch to four. 

Electric-utility expansion is expected to go ahead under present plans. 

Steel-industry expansion also is expected to be carried on as planned. 

Railroad improvements, however, may be Slowed. Some cancellations of car 
orders have been reported. Railroads are hit rather hard by a business slump. 

Business spending appears to have responded to the same influences that have 
affected consumer spending. The most urgent demands have been filled. Now 
buyers can wait for better values. Postwar years, to date, have seen abnormal 
expansion by industry. Now expansion plans promise to be nearer normal. 

















How consumer buying habits are changing is indicated in the January sales 
report on retail stores issued by the Department of Commerce. Trends are these: 
Building materials and lumber dealers: down 14 per cent from January, 1948. 
General stores: sales down 9 per cent. Some of these stores sell food. 
Hardware stores: sales down 7 per cent from January, 1948, to January, 1949. 
Motor-vehicle dealers: sales also down 7 per cent from a year ago. 
Furniture stores: a sales drop of 5 per cent is reported from last year. 
Year-to-year declines also are reported by food stores (5 per cent), bars 
and restaurants (2 per cent), jewelry stores (3 per cent), dry-goods stores (1 
per cent). Apparel stores and drug stores scored al per cent gain. Same sales 
volume was reported by department stores and automobile-service stations. 









































Widespread evidence that the boom is easing off fails to impress officials in 
Government. The White House still is calling for anti-inflation controls. In 
an omnibus bill submitted by the Administration, these powers are asked: 

Allocations and priorities for materials in short Supply. Only materials 
in short supply now are metals, and the steel supply is said to be improving. 

Price control for scarce materials. Prices now give every sign of easing. 

Wage controls for workers who produce scarce materials. 

Plant expansion through Government loans, Treasury stock purchases, or di- 
rect Government building. This dovetails with the desire for steel expansion. 

Government purchases of materials, at home or abroad, with power to resell 
the materials on the domestic market. That could become indirect price control. 

Chances of the Administration's getting these powers are poor. Congress is 
more concerned at the moment with evidences of deflation, not inflation. Out- 
look is that the White House will be rebuffed on this bid for more controls. 

















To round out the control program, the Administration also wants this: 

Export controls. They are to be granted under a separate measure. 

Rent controls. They will be extended, too, but probably will not be as 
tight as desired. Housing Expediter may not get all the new power he wants. 

Installment-buying controls. Extension of this power is probable, but sen- 
timent is growing in Congress that easier installment terms should be made. 

Tighter bank-credit controls. Approval of this request is doubtful. 

Commodity-speculation control. This proposal may be adopted by Congress. 

















Basing-point prices and other systems of quoting prices on delivery to the 
buyer, rather than f.o.b. plant, may be permitted for a while longer. A bill to 
declare a two-year moratorium on these pricing methods is before Congress. 

Sponsor of the bill is Senator Myers, of Pennsylvania, Majority Whip. 

Purpose of the measure is to ease businessmen's minds on the subject until 
the Supreme Court makes a clear and final decision on industrial price policies. 
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INDICATORS OF BUSINESS ACTIVITY 


Prices of farm products have rallied 
from their recent slump, but busi- 
ness activity stays at a reduced rate, 
and unemployment is growing. 

Wholesale prices rose to 158.5 per 
cent of 1926 on the Bureau of 
Labor Statistics index in the week 
ended February 15, recovering most 
of the previous week’s decline. Farm 
products jumped 4 per cent. Indus- 
trial goods were unchanged. 

Department-store sales, at 281 on 
the indicator below in the week 
ended February 12, were up from 
the week before but were 3 per 
cent below January, 9 per cent be- 
low December. 

Independent retailers suffered a 
drop in January sales to 6 per cent 
below a year ago. Sales of building- 
materials dealers were down 14 per 
cent, hardware 7, furniture 5—all 
reflecting the lower rate of home 
building. 

Production remains high. Steel opera- 
tions are at 100 per cent of capacity. 
Factory output, however, fell to 
198.5 on the indicator in the week 
ended February 12 from 199.2. 

Layoffs, measured by new claims for 
unemployment compensation, 
stayed above a year ago in the week 
ended February 19. 

Unemployment was still rising as 


claims filed reached 1,783,000, up ° 


76,000 in a week. More workers are 
jobless than since 1942. 

New homes started in January fell 
to 50,000, a seasonal drop of 6,000 
from December, but 2,600 below a 


(1935-39 = 100) 


* ADJUSTED FOR SEASONAL VARIATION 


PRODUCTION 
(FRB) 


RETAIL TRADE 


25, 1949 





Construction Contract Awards 


(Seasonally adjusted annual rates) 





Bils. 


Total value for 37 States 
y 


Residential 








Factories, Commercial, Pub- 
lic Works, Utilities, etc. 


0 
34123412341 2 3 44Jan, 


1945 1946 ——'1947-~—=«1948 1949) 


Basic data: F. W. Dodge Corp. 
© 1949. By U.S. News Pub. Corp. 














year ago and just half the total at 
the May, 1948, peak. 

Contract awards for new construc- 
tion of all types have dwindled 
since the 1948 peak, as shown by 
the top chart. Unless awards pick 
up, actual expenditures for con- 
struction will fall off later this year. 
In January, residential awards were 
a third below their peak, other 
types a quarter below. 

Costs of construction are lower. A 
house that cost $10,000 to build in 
1939 cost $22,030 in October, but 
its cost had dropped to $21,460 in 
January, down $570 in three 


months. Some materials now are 
cheaper, labor is losing premium- 
wage rates and becoming more 
efficient, and subcontractors are 
trimming their bids. 

Effect of cost declines is yet to be 
seen. Lower costs will broaden the 
home market, but a swift decline 
can drive builders and lenders out 
of the market for a while. 

Mortgage-insurance applications 
filed with Federal Housing Com- 
mission in January, however, show 
that builders and lenders were not 
planning any sharp cut in home 
building for months just ahead. 

Employment changes are measuring 
the business decline. 

Nonagricultural jobs in establish- 
ments fell to 44,346,000 in January, 
1,741,000 below December and 
257,000 below a year ago. The 
decline from December is 300,000 
to 500,000 in excess of normal sea- 
sonal amount. The drop from a year 
earlier is the first since the war. 

Manufacturing jobs fell to 15,- 
875,000, down about 400,000 from 
December and from January, 1948. 
Almost every major industry group 
laid workers off, including iron and 
steel products, machinery, trans- 
portation equipment. 

The drop in business activity, though 
widespread, is small so far and is 
gradual. The chief danger is that 
the fear of lower prices will cause 
consumers and business to put off 
new purchases of homes, inventor- 
ies and plant and equipment. 
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USE THE COMPLETE SERVICES 
of BRITISH RAILWAYS 
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45 hotels throughout Britain as- 
sociated with British Railways 
invite you to pause on your tour 
or business trip, for. relaxation, 
sports and enjdyment of their 
traditional hospitality. 











y LONGER 
STA" SEE MORE! 


REDUCTION 


ZA va voor vanss 


By planning ahead the many places through- 
out Britain you wish to visit, you can effect 
a considerable saving by the individual tour 
fares granted by British Railways to visitors 
from overseas. 


Write 
for YOUR 
free copies: 


“WHAT, NO ICE?” is our new—and differ- 
ent—travel booklet, written just for the pros- 
ective American visitor to Britain. “THE 
RITISH ISLES" is a full-color map folder 
showing pictorially the many scenic and 
historic shrines you are waiting to see. 
Write for both, addressing Dept. 36 at 
any of the offices shown below. 
British Railways — official agents for air 
tickets on British European Airways Corpo- 
ration routes in the British Isles. 
For tickets, reservations and 
authoritative travel information on 
the British Isles 


CONSULT YOUR TRAVEL AGENT 
or any British Railways Office: 
NEW YORK 20, N. Y., 9 Rockefeller Plaza 
CHICAGO 3, ILL., 39 So. LaSalle Street 
LOS ANGELES 14, CAL., 510 W. 6th Street 
TORONTO, ONTARIO, 69 Yonge Street 
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| What you as a businessman CAN and CANNOT dol 








A 


as a result of federal court and administrative decisions: 


YOU CAN, as an employer, some- 

times be held responsible for the 
antiunion actions of a local business- 
men’s committee in questioning your 
employes about union activities. The Na- 
tional Labor Relations Board finds that 
an employer interfered with the organ- 
izing rights of his workers, under the 
Taft-Hartley Act, because he did not dis- 
avow the actions of a businessmen’s com- 
mittee in urging employes -to withdraw 
from a union and promising them wage 
increases if they did so. 


* * * 


YOU CANNOT, in making the in- 

come tax return of a corporation, 
avoid treating as taxable income the com- 
pany’s gain from purchase of its own 
bonds at a discount, even though the 
bonds are immediately deposited as col- 
lateral under a note issue. A circuit court 
of appeals rejects one company’s argu- 
ment that a taxable gain did not result 
from a transaction of this kind. 


* * * 


YOU CANNOT expect to be reim- 

bursed, under a cost-plus or other 
cost-type contract with military services, 
for donations to charity or community 
benefits. The National Military Establish- 
ment revises the joint procurement regu- 
lations for the armed services to exclude 
such contributions from contract costs. 
The revision also clarifies conditions un- 
der which advertising in trade publica- 
tions may be claimed as a contract cost. 


* * * 


YOU CAN probably get quicker pay 

for goods that you sell to Marshall 
Plan countries under the European Re- 
covery Program. The Economic Co- 
operation Administration is adopting a 
new procedure by which payment can be 
speeded for U.S. suppliers of items 
bought under ECA financing. 


* * * 


YOU CANNOT expect to treat as a 

business expense, for income tax pur- 
poses, the amount advanced by your law 
firm to aid in setting up an accounting 
partnership. A circuit court of appeals 
holds in one case that such an advance 
was not an ordinary and necessary busi- 
ness expense for a law firm, even though 
the accounting business was to be oper- 
ated in connection with the law practice. 


YOU CANNOT, as a supplier o 

ECA-financed goods or services t; 
European countries, continue to pay you 
foreign agents in American dollars. ECs 
announces a new policy under whic 
commission payments to foreign agent 
of U.S. suppliers will be made in cu 
rencies of countries where they operate 

* * * 

YOU CANNOT escape liability fo 

violating an injunction, issued under 
the Fair Labor Standards Act, merely by 


eee 





showing that the violation was not inten- 
tional. The Supreme Court rules that the 
absence of willfulness does not relieve an 
employer from civil contempt for failing 
to comply with an injunction obtained by 
the Wage-Hour Administrator. 


* * * 


YOU CAN probably count on the 

program for voluntary allocations of 
steel and other materials to certain in- 
dustries to remain in operation until Sept. 


30, 1949. The President signs a bill ex- 


tending to that date the authority for 
voluntary agreements on allocations. 

* * * 
YOU CANNOT 


safely announce 


plans for setting up a pension sys-§ 


tem for your employes at a time when 
they are preparing for a collective-bar- 
gaining election. NLRB decides that one 
employer violated the Taft-Hartley Act 
by advertising, during a union’s election 
campaign, a program for pensions and 
other benefits for employes, even though 
the employer had approved the program 
a year previously. The Board objects to 
the timing of the announcement and not 
to establishment of the benefit plan. 


* * * 


YOU CAN now ship fats and oils 

to many countries without getting a 
special export license from the Office of 
International Trade. OIT eases its restric- 
tions on export of these items, but still 
requires a license for shipment to Euro- 
pean countries. 


* * * 


YOU CAN continue to send certain 
types of gift packages to foreign 
destinations without a validated license 
from OIT. The agency announces it is 
continuing in effect its policy of exempt- 
ing such parcels from export controls. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & WorLD 
REporT, on written request, will refer interested readers to sources of this basic material. 


U. S. NEWS & WORLD REPORT 


os 











Issue 




















































<== 


IT do | | 
isions; f 


oplier o! 
Tvices ti 
pay you i 
ars. EC, 
r whid & 
n agent He 
> In cur 
operate 


ROME....PARIS....LONDON....FRANKFURT.... 





rility for 
od under >> Business prospects in Western Europe are brightening rapidly. Recovery 
wipe | really is taking hold. European Recovery Program is building up momentum. 
that the Industrial production is nosing above prewar levels for the first time. 
ahh q Export drive is paying off. There's more to export. In fact, exports are 
1ined by & pushing up faster than production. Exports are getting competitive. 

Morale is better. There's more food, more clothing, more fuel. 

Prices are less of a problem. Inflationary forces aren't licked yet. But 

they haven't the upper hand any more. Communist agitators find less distress to 
work on. Winter is mild. Crop prospects are good. Things are looking up. 
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>> To give you a specific idea of what's happening in Western Europe: 

Industrial production last year drew up to the prewar level. In fact, 
fourth-quarter production pulled 5 per cent above the similar period in 1938. 
Gains over prewar figures now are probably widening, especially in France. 

Steel output outside Western Germany is about 10 per cent above the best 
prewar year. German production, up sharply to 8,000,000 tons a year, is still 
only about two thirds of what it was in 1937. 

Coal tonnage in 1948 reached 8 per cent above the 1947 figure but was 13 
per cent short of 1938. Showing would have been better but for the French coal 
strike last autumn. Mounting Ruhr production and availability of British and 
Polish coal for export mean less and less U.S. coal will cross the: Atlantic. 

Textile-yarn output in the fourth quarter was 15 per cent above the 1947 
level but still lagged 10 per cent behind 1938 production. 

Electricity generation has made giant strides. At least a third more elec- 
tricity is being used in Western Europe than before the war. 
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wt Freight traffic on Western European railways is pushing 30 per cent above 
_—s the 1938 level. Turnaround is faster. Deferred repairs of the war period are 
ut still about made up. But much rolling stock is antique. Many new cars are needed. 
Euro- Export volume from Western Europe last year jumped 20 per cent, as com- 
pared with 1947. Exports to the U.S. were up even more, although they paid for 
only about one fifth .of what came from the U.S. 
portals Food production last year in Western Europe showed a sharp rebound from 
ae 1947 when droughts were bad. The 1948 grain crop just about equaled the prewar 
s it is average. Beet sugar recovered to prewar levels. Fats and meat still lag. But 
Male population increases mean more food is needed now than before the war. 

Point to remember about the upswing in Western Europe is that most prewar 
ags of comparisons are made with 1938, not a particularly good year except in Germany. 
meeene What's more, getting back to prewar levels isn't enough. Western Europe 
terial. (over) 
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WORLD COMMERCE-INDUSTRY-- (Continued) 


was having a lot of trouble making ends meet in the '30s. Now there are more 
mouths to feed and plant and equipment are older, battered, overused. 


>> Currently, this is the way things look in the major countries: 

Italy still wrestles with the problem of too many people and too few jobs. 

Unemployment, however, is not quite so large as it was last spring. 

Industrial production is picking up. More credit is becoming available 
gradually for current business needs. Business confidence is perking up a bit. 

Crying need now is to attract private investment into expansion of plants 
and into low-cost housing. The Government, even with U.S. aid, can't carry the 
whole burden alone and still come anywhere near balancing its budget. 

More jobs are essential. The unemployed are prey for Communist agitators. 
Following the Mindszenty trial, the Catholic Church is starting to put pressure 
on the Communist-dominated unions in Northern Italy. 

Stable prices are taking the wind out of Communist sails. 














>> Just now France, too, is making headway against inflation..... 
Prices have been falling for about two months. Wage demands are muted. 
Big bond sale by the Government is successful. 
Rebound in business activity is sharp since coal strike of last autumn. 
Food is more plentiful. And more of it comes from French sources. 
But inflationary forces in France are still powerful. Great part of the 
Government's resources are drawn into heavy outlays for reconstruction. Taxes 
and savings need to be increased greatly to sop up public purchasing power. 











>> Main deflationary club in Britain is the budget. Now it's causing concern. 

British hope was to show a budget surplus of $1,268,000,000 for the year 
ending April 1. This, together with limitation on dividends, wage ceilings, 
capital controls and price controls, was to keep the lid on inflation. 

Actually, at least a fifth of the working population has had small wage 
raises in the last year. Prices have gone up a little. They would have gone up 
much more but for Government subsidies. Increases in these subsidies and in 
outlays for health insurance have completely upset budget estimates. Now it's 
doubtful if there will be much, if any, Surplus in the till on April l. 

This is particularly serious since revenues this fiscal year were swelled 
from a “one time" source--the capital levy of last spring. So, it looks as if 
the British Government must grind out some more taxes in the coming year, unless 
expenses can be cut. Otherwise, there won't be any surplus. 

British taxes are no joke. Married couple with two children and having an 
income of $4,000 pays two and a half times as heavy income taxes in Britain as 
in the U.S. Indirect taxes on things like cigarettes and drinks also are much 
higher. Corporate taxes, on average, run about 25 per cent higher in Britain. 

















>> British manufacturing circles also fear growing competition overseas. 
Sharp upswing in German production has British businessmen most worried. 
German exports of machinery, automobiles, scientific and optical instru- 
ments, cutlery, chemicals are expected to cut into British and other markets. 
Japanese textiles, too, are a growing challenge to European exporters. 
Scramble for export markets by Western European countries means emphasis 
from now on will be on cutting costs and prices. Time of easy pickings is over. 
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WORLD 


MARKETPLACE... 


Canadian International 


MAY 30—JUNE 10, 1949, 
TORONTO, CANADA 


You can accomplish all the results of a round-the- 
world business trip in a single visit to the Canadian 
International Trade Fair. 


All the products or equipment which you need in your 
business are on display—and for sale—from every 
quarter of the globe. Every exhibit is conveniently 
grouped according to trade classification, 

regardless of country of origin. 


You can compare the goods of many countries and 
complete immediate transactions with your next-door 
neighbour or a nation on the other side of the world. 


Plan now to attend. For full particulars consult any of the 
following Canadian Trade Representatives in the United States: 
Washington—Commercial Counsellor, Canadian Embassy. 
New York City—Canadian Government Trade Commissioner, 
Rockefeller Centre. Detroit—Consul of Canada, 

Canadian Consulate, Penobscot Building. Chicago—Consul- 
General of Canada, Chicago Daily News Building. 

Los Angeles—Canadian Government Trade Commissioner, 
Associated Realty Building. San Francisco—Consul-General 
of Canada, Kohl Building. 

Or write direct to: THE ADMINISTRATOR, 

Canadian International Trade Fair, 

Toronto, Canada 


DEDICATED TO THE PROMOTION OF INTERNATIONAL TRADE BY THE 


GOVERNMENT OF CANADA 





rade Fair 
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INTERESTING FACTS 
ABOUT THE CANADIAN 
INTERNATIONAL TRADE FAIR 


Businessmen from over 70 
countries visited the 1948 Fair. 
More than 1400 exhibits dis- 
played the products of 28 
different nations. 


The Trade Fair site contains the 
largest permanent exhibition 
buildings in the world. 


Canada is the host—but the 
Trade Fair belongs to the 
businessmen and traders of 
every nation. 


Strictly business is the rule. The 
general public is admitted only 
on one Saturday and two 
Wednesdays during the Fair. 


The area of the Trade Fair is 
a Free Port, enabling exhibitors 
to store adequate quantities of 
sample goods on the premises 
in bond. Py a 


Many special personalservices, 
including guides, interpreters 
and stenographic facilities, 
are available to visitors from 
abroad, 






































Life Around the World 


Abundance of patience, photos and cash 
helps traveler cut red tape in Orient 


KARACHI, PAKISTAN 

OME TO THE ORIENT—the 
C romantic, mysterious Ori- 
ent. But first, a word of advice 
from one who has just run the 
gamut from the bamboo moun- 
tain resorts of Japan to the 
magnificent temples of India: 

Arm yourself well with in- 
exhaustible patience, an un- 
limited supply of passport 
photos and a lot of money. A 
goodly assortment of ointments 
for prickly heat, Hong Kong 
foot and various types of exotic 
insect bites will come in handy, 
not te mention a_ bulletproof 
vest for travel in Indo-China, 

Malaya, Indonesia, Burma and 
parts. of China, the Philip- 
pines, India and Pakistan. 

The traveler will find that 
nearly every country, no mat- 
ter how small, has contrived to 
barricade itself behind a formidable wall 
of red tape, regulations and restrictions. 
Simply to obtain visas requires anywhere 
from one to six weeks. 

The application forms frequently go 
into such intimate details of one’s life as 
“What is your income?” and “What are 
your political views?” Some consular 
functionaries are exceedingly suspicious 
of applicants who profess no _ political 
views. The application must be filled out 
in duplicate, often in triplicate, and, if 
my memory serves me right, in at least 
one case in quintuplicate. And each form 
requires a separate photo. I ran through 
my first batch of 25 photos in no time and 
I’m well into my second consignment. 

The matter of money is tricky unless 
the traveler possesses the mathematical 
intellect of an Einstein or a streak of lar- 
ceny in his soul. Every country has what 
is euphemistically known as an official 
exchange rate. But, with a few notable 
exceptions, it means practically nothing. 
In China, for example, when I first got 
there, the official rate was around 400,- 
000 Chinese dollars for 1 American dol- 
lar. The black-market rate, which re- 
flected the cost of living, was, at the 
same time, approaching 3,000,000 to 1. 
In Indo-China, the official rate was 
roughly 12 piasters to 1 dollar, while the 
black-market rate was 45 to 1. 
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Customs agents, who wel- 
come ai: arrivals, are especial- 
ly inqu-sitive concerning U. S. 
currency. They are always 
pleased to convert these at the 
official rate. In most countries 
it is illegal to deal in the black 
market. But almost every bell- 
hop runs a small and lucrative 
side line trading in currency. 
In Hong Kong the money- 
changing shops are permitted 
to convert greenbacks at the 
“open market” rate, which is 
anywhere from 10 to 15 per 
cent above the official rate, 
while, in Singapore, money 
changers—keen to lay their 
hands on dollar exchange—of- 
fer a premium of 20 per cent 
above the official rate. 
Customs inspectors are un- 
predictable, and most coun- 
tries have a special red-tape 
department for travelers. In Indo-China, 
for instance, one must fill out a sheaf of 
registration forms upon arrival, call at 
the police station two days later to re- 
trieve his passport (and submit to a 
searching interrogation) and then obtain 
an exit permit before departing. The 
Philippine Republic, although newer at 
the game, makes things just as compli- 
cated. Before I left that country, I had 
to report to the foreigners’ registration 
bureau and spend at least two hours visit- 
ing—by count—12 officials, fill out four 
forms, submit to fingerprinting, produce 
two more photos and shell out $10.30. 

If my experience is typical, India, the 
youngest of all sovereign nations in Asia, 
has succeeded in the short space of one 
year in outstripping its older and more 
experienced neighbors in the matter of 
entangling details. When I landed in Cal- 
cutta I filled out, in addition to customs 
forms in duplicate, a police registration 
in triplicate. Then I was given a tem- 
porary visitors’ permit valid for one week. 
In New Delhi a week later I reported 
punctually to the foreigners’ registration 
bureau, only to be informed that my 
papers had not arrived from Calcutta. 
The clerk—a young man who claims to 
have memorized more regulations than 
any other official in the Government— 
instructed me to report the following 





week, with these words: “If you don’t 
you will be in serious trouble.” 

Five days later I reported again —stil 
no papers. A week later the same proces 
was repeated. By this time even the regu 
lation-minded clerk had decided my orig 
inal registration forms had been lost i 
transit. So I filled out the forms acain- 
in triplicate, of course—enabling m: 
thereby to escape the Indian equivaleni 
of a secret-service agent who had bee 
dogging my footsteps for two weeks. The 
entire process required six hours and $1} 
in cab fares. 

But that was only the start. When | 
decided to leave India, the foreiguers 
registration bureau people in Bombay 
informed me that they were unable t 
grant me an exit permit without obtain- 
ing telegraphic approval—at my expense 
—from New Delhi. Before I finally was 
cleared and turned my back on India, | 
had spent another three hours, $5 in cab 
fares and $2 in telegraph charges. 

Well, that’s about all there is to it 
except that hotel rooms throughout the 
Orient are a bit scarce. In Saigon, for 
example, I shared sleeping quarters with 
seven other travelers. UF. 


Pope's ‘peace coat’ 
looks like a cupola 


ROME 

OR THE FIRST TIME in centuries a Pope 

has consented to modify the tradi- 

tional lines of his personal wardrobe. Pius 
XII is to have a new 
overcoat, It is to be 
completed by East- 
er, and it will be of- 
ficially presented to 
the Holy Father at 
that time by the 

creator. 

Antonio Santo- 
mauro is a plump lit- 
tle tailor from Sa- 
lerno. He got the 
idea for his “coat of 
peace,” as he calls 
it, one spring eve- 
ning in 1946. He 
was fitting King Um- 
berto II at the time. 
The national refer- 
endum that was to 
decide the mon- 
archy’s fate was im- 
minent. It occurred 
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to Mr. Santomauro that it might be 
vise to start looking around for another 
ilustrious client” to replace Umberto, 
should he be thrown out. 

At that moment his gaze fell on the 
upola of St. Peter’s, illuminated by a 
magnificent sunset. And so the great idea 


> \vas born . 


Returning home, the little tailor imme- 
diately began studying the history of the 
Popes. He pored over every available 
drawing, painting or photograph showing 
pontifical robes. The “coat of peace” 
started to take shape in his mind. 

The overcoat rises from the ground to 
the chest in “the shape of a column.” The 
cuffs and the collar are similar to those 
worn by the military. Capping it all is a 


: small cape which falls from the shoulders 


in the “shape of a cupola.” “Thus,” ex- 
plains Mr. Santomauro, “militarism is 
kept hidden by the cupola of St. Peter’s. 
Hence, the coat of peace.” 

The material consists of four 
and a half meters of a heavy 
white woolen fabric and a 
snow-white silk lining. To off- 
set the simple austerity of the 
exterior, the lining will make 
some concessions to fantasy. 

In the convent of Rivarolo 
Canavese, Sister Antonia Pace, 
niece of Mr. Santomauro, is 
busy embroidering, on tiny 
squares of silk, 54 episodes in 
the history of the church. 
These are to be attached to 
the lining, 27 on each side. 

Opposite the heart, the lin- 
ing will show a gold embroi- 
dery of the Vatican coat of 
arms (crossed keys and a 
miter). On the other side at the same 
height will be an embroidery of Pius 
XII’'s coat of arms showing a white dove 
against a blue background. 

Mr. Santomauro sent the Pope designs 
of the new overcoat, together with a de- 
tailed description. These were approved 
and, not long ago, the tailor received an 
invitation to the Vatican for the first 
fitting. 

Mr. Santomauro was a trifle nervous at 
first, when he appeared in white tie and 
tails before the Pope. But the Pontiff soon 
put him at his ease by admiring the 
material he had chosen and commenting 
on the excellent fit. 

The little tailor, his emotions under 
control, donned his spectacles and circled 
slowly around the “most illustrious client 
in the world.” From time to time he 
discreetly pecked at the Holy Father with 
his chalk, wherever certain minor cor- 
rections were necessary. The conversa- 
tion was kept going throughout the fitting 
by the Pope, who kept praising the qual- 
ity of the material “. . . so warm and yet 
so light.” 

After receiving the apostolic blessing 
for himself, his family and his appren- 
tices, Mr. Santomauro left the Vatican 
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well pleased with himself. He said with 
a smile: “If nothing else, my coat of 
peace is bound to prevent his catching 
cold!” j.W.M. 


Argentines use pills 


and spices for coins 


BUENOS AIRES 

ODERN ARGENTINA these days is be- 

M ing set back a few centuries by a 

shortage of small change. Spices have 

suddenly become unofficial legal tender 
at some places in the interior. 

Nobody seems to have any guitas (the 
equivalent of nickels and dimes) any 
more. Paper pesos are fairly abundant. 
At a time when money in circulation has 
hit a record 7,000,000,000 pesos, a 

small-coin famine is upsetting 
every daily routine from carry- 
ing on a business to buying a 
pack of cigarettes. 

In the city of La Rioja, up 
northwest, merchants hit by 
the shortage are giving out 
small packets of pepper as 
change. Others here in the na- 
tion’s capital are using postage 
stamps. 

From all over the country, 
stories are pouring in of hoard- 
ing and speculation with pre- 
cious nickel and copper coins. 
The antiprofiteering section of 
the police department has ar- 
rested several bands of money 
changers and money melters 
who were offering small change 


.at prices above face value, or were 


hoarding coins in order to melt them and 
resell the metal at a premium. 

Argentina’s mint, the Casa de Moneda, 
is working overtime to cope with the 
demand. But the country is living high in 
a boom-time inflation period. There has 
been a 50 per cent increase in paper 
money in circulation during the last 
year alone. Gold and foreign-exchange 
backing of the currency has plummeted 
to a poirit close to the 25 per cent legal 
minimum. 

Unlike most other Latin-American 
countries, which buy their paper money 
from private bank-note companies in the 
U.S., Argentina prints her own. Under 
the Five-Year Plan, the mint was plan- 
ning to expand, with the aim eventually 
of accepting contracts to do money print- 
ing and minting for other Hemisphere 
nations. 

But there’s a home emergency to lick 
first—the scarcity of small change. Mer- 
chants agree that making change is a 
major headache. In fact, the other day 
a pharmacist treated the problem just 
that way: Receiving a 5-peso bill for 
a purchase, he was forced to give out 
aspirin tablets instead of change.  B.s.R. 


For a 


“FRESH” START 


— 


—— 


Select COLORADO 


If you want to really live, if you want 
room in which to expand in a new 
western market, if you want higher 
labor productivity* .. . happier work- 
ers... then Colorado is the place for 
you and your business. 

Flanked by the towering Rockies with 
all their recreational facilities, and in- 
habited by progressive western people, 
cool, inviting Colorado provides ideal 
conditions for a “fresh” start both in 
business and in living. 

Plan a vacation here and look Colo- 
rado over from a business standpoint. 
You’re sure to find, like others, that 
Colorado offers so much more you just 
can't afford to remain in a crowded, 
heavily populated area. 

*U. §. Dept. of Labor Statistics shows 


Colorado labor output 29.6% above 
U.S. average. 


FREE! write for your copy of the 
“executive portfolio” containing 

, travel information, authoritative in- 
dustrial relocation data and fact 
book. 


COLORADO 
Department of Development 


501 State Capitol Denver, Colorado 








CHANGES OF ADDRESS 

Notice of change of address should be sent not less than 
two weeks prior to the date change becomes effective. 
Send the address at which copies are now being received 
and the new address at which you wish to receive copies. 


U.S. News & World Report 
Circulation Department 
435 Parker Ave., Dayton 1, Ohio 
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LONGER LIFE 


FOR LUGGAGE 


witn LEXOL 


LEATHER CONDITIONER 


Lexol restores supple strengthand keeps 
“new look’. A self-penetrating te 
tioner for all genuine, leather articles. 
Easy and clean to use. No rubbing is 
needed. Helps polishes do a better job. 
Get Lexol at shoe, luggage, sporting 
goods, camera, book, furni- 
ture and department stores. 


Pr. $1.25; Qt. $2; Gal. $5. 


THE MARTIN DENNIS 
COMPANY 


Newark 4, N. J. 
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Senator George as Policy Maker... Free Armament: 
Europe’s Main Concern... Soviet Plot to Oust Tito? 


Dwight Eisenhower, wartime com- 
mander in Europe, is not accepting 
the Air Force idea that the next war 
can be decided by bombing alone. 
General Eisenhower is having to de- 
cide basic issues of strategy raised 
by competing military services, all 
anxious to get a maximum number 
of dollars. 


xx 


Navy men are strongly behind Gen- 
eral Eisenhower in his effort to hold 
down Air Force appropriations, but 
privately they express the fear that 
he might start trimming the Navy’s 
budget, too. 


xe 


President Truman, if he just knew it, 
worries military leaders because: of 
what they consider his sketchy knowl- 
edge of over-all military problems. 
The services are considering ways 
and means to add to White House 
understanding in this field. The feel- 
ing is that Mr. Truman tends to de- 
cide issues between the services by 
dividing appropriation requests by 
three. 


x*x*tk 


Dean Acheson, new Secretary of 
State, is being described by some for- 
eign diplomats in appraisels for their 
governments as a Secretary who talks 
tough but who has been known to 
bend when the pressure is intense. 
George Marshall, who retired as Sec- 
retary, 1s described’ as a man who 
talked softly and seemed all sweet 
reasonableness but who was hard as 
iron when the pressure was on. 


x* * 


Tangle of U.S. ideas about an alli- 
ance with Western Europe was in- 
herited by Mr. Acheson when he took 
over the Department of State and 
wasn’t something of his own creation. 
The Secretary is busy now integrat- 
ing ideas of those who are working 
on plans for a revived lend-lease and 
those working on plans for a military 
alliance. In the past, the two groups 
were forbidden to confer with one 
another. 


56 


George Kennan, top policy planner 
in the foreign field, and his group of 
fellow planners are being criticized 
by the actual policy makers in the 
State Department as very difficult to 
work with and as lacking in any par- 
ticularly original ideas. The expressed 
feeling is that the present policy line 
of containing Russia is little more 
than a rewrite of the policy outlined 
by Woodrow Wilson in 1918. 


xk kk 


Senator Walter George, of Georgia, 
is becoming the real Majority Leader 
of the Senate, not only on tax policy 
but on spending policy, foreign policy 
and some other major policies as 
well. The Georgia Senator inclines to 
a conservative viewpoint on most is- 
sues of policy. 


xx 


Success of Senator Robert Taft in put- 
ting Democrats on the defensive on 
labor issues is causing some Demo- 
cratic Senators to say that President 
Truman will be able to enact just 
about whatever portion of his “Fair 
Deal” program that Senator Taft 
is willing to let get through the 
Senate. 


xk k 


Cabinet officers and top economic ad- 
visers of the Truman Administration 
are acting under orders to talk down 
the idea that inflation in this country 
may be wearing out, to be followed 
by deflation. Leaders in private in- 
dustry, too, are wary about talking 
of deflation for fear they will be 
blamed if the boom is ending. 


xx 


Charles Brannan, Secretary of Agri- 
culture, is given the bag to hold on 
inflation controls. Secretary Brannan 
is trying to sell Congress on the need 
for setting up a whole new set of con- 
trols over price rises at a time when 
the bottom has dropped out from un- 
der the farm prices he is supposed to 
support. Some bets are being laid that 
the Secretary will get blown out of 
office in 1950 if surpluses rise and 
prices fall much further. 


Senator Arthur Vandenberg and oti. 
er Republican leaders are trying yf 
get from the White House a firm esi.§ 
mate on costs of the total program if 
foreign aid contemplated for the fij 
year ahead. Until now, the Adinini:. 
tration has not compiled a firm est. 
mate. 


xk tk 


High U.S. officials are not worrid) 
about Europe’s reaction to the faiy 
that this country cannot give ah 
automatic guarantee to go to wari ‘ 
one country in Europe should attack E: 
another. It is pointed out that Evy 
ropean political leaders are most in. s 
terested in the free armament thay 
they are to get from the Unite 
States, relieving their industries ‘ron}y 
the job of making so many arms anil, 
thereby cutting into standards df 
living. Z 





xk *& 


Britain’s Clement Attlee and his scm 
cialist Government find themselves o 
a bit of a limb with contracts callin§} 
for payment of high prices for man 
commodities that since have falle 
sharply in price. Planners of a many 
aged economy guessed wrong on prich, 
trends in the world. The bad guess iff 
to cost a lot of money. 


xk * 


A revolt against Marshal Tito of 
Yugoslavia is in the whispering stag 
Intelligence agents of the Wester 
powers hear it is to appear as an if 
side job, but in fact has a “Made tt 
Moscow” label. The scheme is 1 
needle Macedonians into fighting fa 
separation from Yugoslavia. If | 
works, civil war is to be expected. 


xk kk 


Russia’s continued backing of Yuge 
slav claims against Austria in tht 
London conference on Austrian peat 
terms is taken as an effort to convince 
the Yugoslav people that Russia 3 
still their friend. Some United State 
officials remain hopeful that Russi 
will compromise on Austria and thu’ 
open the way for negotiations on othe! 
issues. 
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How E-M’s Rehabilitation Program opened 


new vistas to this young worker 


Young Joe, at 17, was “pegging along,” 
working at the best job he could expect to 
get. after he was forced to assume a man’s 
responsibilities before he could finish high 
school. One day, he was horribly burned 
following a plant explosion which almost 
cost his life Month after month in hed 
... transfusions ... skin graft after skin 
graft... recovery discouragingly slow. 


But, like his fellow-workers, he was cov- 
ered by the Employers Mutual workmen’s 
compensation insurance his employer had 
wisely chosen. Joe got the benefit of 
excellent care during and after hospitali- 
zation. Under E-M’s Rehabilitation Pro- 
gram, he was helped to regain use of his 
arms and legs—slowly and painfully over 
two years, but thoroughly! Joe got regu- 
lar checks from E-M, checks which light- 
ened the load for himself and his mother. 
But that’s not the best! ... 


During his prolonged period of inactivity, 
it was made possible for Joe to complete 
an extension high school course which 
will prepare him for a better-paying job 
than the one he held. Small wonder he 
faces the future with confidence—small 
wonder he “thanks his lucky stars” that 
his employer selected Employers Mutual 
insurance! Joe found out firsthand what 
thousands of employers, workers and 
workers’ families have learned—that the 
outstanding superiority of Employers Mu- 
tuals business insurance stems from the 


unsurpassed quality of £-M services! 


EMPLOVERS MUTUALS of WAUSAL 


EMPLOYERS MUTUAL LIABILITY INSURANCE COMPANY OF WISCONSIN 
EMPLOYERS MUTUAL FIRE INSURANCE COMPANY 


Home Office: Wausau, Wisconsin e Offices in Principal Cities « Consult Your Telephone Directory 


Employers Mutuals write: Workmen’s Compensation — Public Liability Automobile — Group 
Health and Accident—Burglary—Plate Glass—Fidelity Bonds—and Other Casualty Insurance 
Fire — Extended Coverage — Inland Marine — and allied lines. All policies are nonassessable 








TO KEEP GOING — AND IMPROVING 
This Picture Must Change 


LAG BETWEEN COSTS AND RATES 


RATES** 


(Average) 


COSTS* 


AVERAGE COSTS 
UP 84% 


EXPRESS RATES 
UP 63% 


FREIGHT RATES 
UP 55% 


COAL RATES 
UP 36% 


PASSENGER RATES 
UP 40% 


MAIL RATES 
UP 25% 


ESTIMATED INCREASES COMPARED WITH 1939 


*As of Dec. 1948. (Does not reflect cost of 40-hour week) 


Last August the average cost of operating the 
railroad was 77% higher than in 1939. Now it 
is 84% higher. The cost of materials and 
supplies has doubled since 1939 and wage 
increases are still taking place. 


On December 17, 1948, a Presidential Emer- 
gency Board recommended that non-operating 
railroad employes be given a 7c hourly wage 
increase, retroactive to October 1, 1948; and, 
on top of that, effective next September, 
48-hours’ pay for a 40-hour week. 


**Including all increases granted to date, 


Against the increased costs which the rail- 
roads must pay, the increase in their trans- 
portation rates has been very much less, as 
the chart shows. 


Present rates are insufficient to pay these 
greatly increased expenses of operation and 
provide funds necessary for improvements 
required for reduction of costs and for con- 
tinued improvement of service. 


That’s why railroad rates must be increased. 


PENNSYLVANIA RAILROAD 





